BUS. ADIA. 
LIBRARY 


This Month 


SOMETHING NEW IN ANNUAL REPORTS 
By WILLIAM J. BARRETT 


GOOD OLD OVERHEAD! 
By W. I. McNEILI 


PENSION PLAN FUNDAMENTALS 


By JOSEPH E. BRIGHT 


POSTWAR PLANS FOR WAR VETERANS 


By LAWRENCE A. APPLEY 


BUSINESS AND GOVERNMENT PLANNING 


By RoBertT E. MINCKLER 


IMMEDIATE RECONVERSION PROBLEMS 
OF CONTROLLERS 















Number One 
is always worth 


Hey! Look at that 
wonderful Royal ! 





waiting for! 


Ahh. MAGIC* Margin! 
What a timesaver! 


Look! It's shielded 
by a steel top! 








Look ! Concave 
keys! 





Touch Control! 
Greater speed, 
greater comfort! 


“ 
5 


4 D 
: » 


ROYAL 


Worlds Not Typewriter 











* Trade Mark 





Copyright 1944, Royal Typewriter Co., Inc. 











It’s like an Atomic Bomb—its size belies its tremendous force; 
its potential taxes your credulity and challenges your imagina- 
tion. Fresh from the wars it now tackles the problems of peace. 


“Big talk,” you say? That’s because you don’t know Ditto— 
its speed-up procedures, its revolutionary business systems. 


And yet Ditto is so simple—a machine that makes copies. 
But oh, how flexible! Copies from a paper original! No mats, 
no stencils! Two or more originals made at one time! Any 
part or all of the information copied at will! Four to eight 
colors in one operation! Figures recorded as accumulated, 
copied when completed! Originals used repetitively! 


You’ve got to see Ditto at work to grasp the magic of it 
all—see it solve a production problem and speed the flow of 
goods through the shop; break a purchase-order and receiv- 
ing bottleneck; solve an age-old back order problem. 


And always it is available for simple jobs— duplicating 
tasks which every office has— producing copies at lowest cost 
at fastest speed with an office boy’s skill. 


Begin to understand? It’s fully explained in descriptive 
literature you'll profit by reading. Write for it today! 


ONE-WRITING 
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PRODUCTION—Save up to 36 hours getting 


orders into your shop! 
PURCHASING—Get raw materials 10 days faster! 


ORDER-BILLING—Eliminate 90 per cent of all 
typing. 


2 eeeeee MAIL COUPON TODAY w#aeaeeeeane2 
7 


DITTO, Inc., 705 S. Oakley Blvd., Chicago 12, Ill. 
Please send us free, without obligation, actual forms 
for the following Ditto Systems: 
(Check which System you desire) 
Payroll Purchasing 
Production Order-Billing 
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“Yes, 500 of these multiplications 
per hour is standard with us... 
including copying answers. This 
is no high-pressure spurt . . . for 
the time includes allowance for 
contingencies.” 
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DATES AHEAD 


All dates are listed as scheduled at time 
of publication of this issue. Subsequent 
changes may be made. 


Meeting Dates of Controls 


November 


November 1—Birmingham, Quad- 
Cities 

November 6—Chattanooga, 
Cities 

November 7—Bridgeport, 
Michigan 

November 8—Dayton, Hartford, New 
York City, Toledo 

November 12—Kansas City 

November 13—Boston, Buffalo, 
cinnati, Cleveland, Milwaukee 

November 14—Baltimore, Philadelphia 

November 15—Los Angeles, San Fran- 
cisco 

November 16—Portland 

November 19—Pittsburgh 

November 20—New Orleans, Spring- 
field, Syracuse 

November 27—Atlanta, Chicago, Dal- 
las, Detroit, District of Columbia, 
Houston, St. Louis 

November 28—Indianapolis, Louisville, 
Rochester 

November 29—Seattle 


Twin 


Western 


Cin- 


December 


December 4—Chattanooga, Twin 
Cities 

December 
Michigan 

December 6—Birmingham, Philadel- 
phia, Quad-Cities 

December 10—Kansas City 

December 11—Boston, Buffalo, Cincin- 
nati, Cleveland, Milwaukee 

December 12—Baltimore, New York 
City 

December 13—Dayton, Hartford, To- 
ledo 


December 


5—Bridgeport, Western 


17—Pittsburgh 

December 18—Detroit, District of Co- 
lumbia, Houston, New Orleans, St. 
Louis, Springfield, Syracuse 

December 19—Indianapolis 

December 20—Los Angeles, San Fran- 
cisco 

December 21—Portland 

December 25—Atlanta, Dallas 

December 26—Louisville, Rochester 

December 27—Seattle 
Nore: Inasmuch as the meeting date 


for the Chicago Control was scheduled 
for December 25, it was cancelled. 


on 


C01 











ARTHUR R. TucKER, Edj/tor. 


VoLuME XIII, No. 11 





THE CONTROLLER. Published monthly by The Controllers Institute of America. 
cation office, American Building, Brattleboro, Vt. Editorial offices, One East Forty-second 
Street, New York 17, N. Y. Entered as second class matter at the postoffice, Brattleboro, Ver- 
mont, September 1, 1937, under the act of March 3, 1879. Subscription $4.00 a year. 
Single copies, 50 cents each. Advertising rate card upon application. The editor will be 
pleased to review manuscripts submitted for publication, but will not be responsible for 
loss in transit or otherwise. The views expressed in the various articles are those of the 
Authors, not necessarily those of The Controllers Institute of America. 


Pau Haase, Mag. Editor. 
Copyright, 1945, Controllers Institute of America. Printed in U. S. A. 


Publi- 


J. A. Murpuy, Adv. Manager. 


NovemMBeR, 1945 





| 
| 
j 
' 














it 











The Controller, November, 1945 








TRAINING YOU CAN RECOMMEND WITH 


anf tce... 


The I.A.S. Course is one you can rec- 
ommend, with confidence, to those 
whoask your advice regarding a good 


correspondence course in accounting. 


The uniformly high caliber of the 
men who compose the L.A.S. Staff 
is in itself eloquent testimony as to 
LA.S. training. The cooperation of 
Staff members in various advisory and 
consulting capacities provides the 
practical, broad viewpoint which is 


so necessary in adult education. 


Free catalog on request to you of to 
any member of your staff who is 


interested. 
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Introducing This Month’s Authors 








Mr. Lawrence A. Appley has been 
identified with the field of personnel ad- 
ministration for the past fifteen years. 
During this time he has placed particular 
emphasis on executive and supervisory at- 
titudes and practices in relation to human 
resources. Following his formal education 
at Ohio Wesleyan, Ohio State, and Syra- 
cuse Universities, he served for three years 
on the faculty of Colgate University. 

His business career started in 1930 as 
personnel man- 
ager for the 
Buffalo Division 
of the Socony- 
Vacuum Oi! 
Company, Inc. 
In 1934 Mr. 
Appley was 
transferredto 
New York as 
the educational 
director for the 
entire company 
and served in 
this capacity un- 
til 1941, at which time he became vice- 
president in charge of personnel for the 
Vick Chemical Company. In January 1945 
he was made a director of the company. 

Mr. Appley went to Washington, in 
March, 1941, as expert consultant to the 
Secretary of War on civilian personnel. 
He served in this capacity until the end 
of 1942 and was awarded the War De- 
partment citation for Meritorious Civilian 
Service. In January 1943 he became execu- 
tive director of the War Manpower Com- 
mission, a post to which was later added 
the responsibilities of deputy chairman 
under Paul V. McNutt. He held both 
positions at the time of his retirement 
from the government in July, 1944. 








MR. APPLEY 


As assistant 
vice-president of 
the Metropoli- 
tan Life Insur- 
ance Company, 
William J. Bar- 
rett has for im- 
mediate respon- 
sibility the man- 
agetship of the 
Policyholders’ 
Service Bureau 


of that company. MR. BARRETT 


The major activities of this Bureau are 
the rendering of service in industrial re- 
lations to the several thousand Group 
policyholders of the Metropolitan. 

Mr. Barrett was graduated from the 
Massachusetts Institute of Technology and 








took graduate work at the Wharton 
School of Finance, University of Penn- 
sylvania. He taught at the Wharton 
School and the University. 

During his period of employment at 
the Metropolitan, Mr. Barrett has been 
loaned on several occasions to the United 
States government, the first in connection 
with President Hoover's Unemployment 
Commission to work with industry on a 
method of sharing work. Later he was 
with the Share-the-Work Movement; and 
he was also active on the Industrial Ad- 
visory Group of the National Recovery 
Administration, serving as industrial 
member of the National Compliance 
Board. During the initial period of the 
recent war effort, Mr. Barrett served 
with Mr. Edward Stettinius on the Ad- 
visory Commission of the Council for 
National Defense. 


A native of Mobile, Alabama, Mr. 
Bright has lived in Buffalo, New York, 
since 1918. For four years he was assist- 
ant secretary of 
the Fidelity 
Trust Company 
of Buffalo, dur- 
ing the latter 
part of this pe- 
riod being in 
charge of the 
new business de- 
partment whose 
function it was 
to obtain ap- 
pointments un- 
der wills and 
trusts. In 1923 
he turned to the insurance field as a spe- 
cialist in estate planning. A most inter- 
esting book, ‘To Will or Not to Will,” 
resulted in 1937. 

Some seventeen years ago, he bought 
a ten-acre farm on which he admits that 
he raises “bees, beans and blisters,” in 
addition to everything from asparagus to 
zinnias. About the same time, he and a 
group of hunters leased some 2500 acres 
of land which they still operate under a 
New York State Preserve License. This 
permits them, upon the stocking of their 
properties, to hunt pheasants six months 
of the year, although the actual time is 
cut in half by such factors as too much 
warmth in the early season and heavy 
snows during the later portion. All of 
which should please any number of 
pheasants, particularly those that have not 
“gotten around” (like some humans we 
know) to estate planning as yet. 


Meldrum-Anderson. 
MR. BRIGHT 


A diversified experience in the fields 
of accounting, engineering and manufac- 








turing can be credited to W. I. McNeill, 
vice-president and controller of General 
Aniline and 
Film Corpora- 
tion, who _ has 
spent the major 
years of his busi- 
ness career with 
four chemical 
companies. He 
has had direct - 
charge, at vari- 
ous times, of 
the installation 
and operation of 
cost accounting 
systems, manu- 
facturing standards, industrial engineer- 
ing, production planning, printing plant 
operation, package designing and indus- 
trial relations. In his present post, he is 
in charge of all accounting and industrial 
engifeering activities of his cornpany. 
During NRA days, Mr. McNeill was co- 
chairman of a subcommittee of the soap 
industry on cost accounting methods and 
standard principles. 


MR. McNEILL 


For fifteen months immediately follow- 
ing Pearl Harbor, Robert L. Minckler 
served in Washington, D. C., as the first 
director of the Petroleum Supply Divi- 
sion, Petroleum 
Administration 
for War. In this 
capacity he was 
the government 
representative in 
devising, organ- 
izing and oper- 
ating the oil 
supply program 
for military and 
civilian uses dur- bill 
ing the early paar 
war period when 
German subma- 
rines had almost completely disrupted the 
normal method of tank ship supply of oil. 

Such responsibilities indicate the need 
of a man with both a detailed and a 
broad understanding of the petroleum 
field, and such an understanding was 
available in the person of Mr. Minckler, 
who for more than twenty years has been 
active in the petroleum industry. In 1924, 
Mr. Minckler started with General Pe- 
troleum Corporation of California as an 
accountant, holding various posts in the 
comptroller’s department until 1934 when 
he was transferred to the executive de- 
partment. In 1938, he was named as- 
sistant to the president of the company, 
in 1941 was elected a director, and in 
1945 appointed vice-president of the com- 
pany. During 1937, Mr. Minckler was 
president of the Petroleum Accountants 
Society, a California organization ot prin- 
cipal accounting officers of oil companies. 

—PAuL HAASE. 





MR. MINCKLER 
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ich is the bigger saving fo you: 
- 
10% of the pebble...or the ripples? 
OUR eyes are sharper, systems of control are the nerve centers of business 
today, when they look ... affecting control over men, materials, machines. 
into costs. They have to It was before many realized that changing paper 
be. For your competitive work to working papers, through scientific paper- 
position, doing your part work simplification, could mean overall savings 
toward maintaining full of five, six, even higher figures. 
Co employment, depends on | i pea hu pene 
. Roig i Gidea wainiathin: how muck you reduce Let us demonstrate — Leaps opportunity 
writing, handling, using forms. . for cost reduction in these “ripple” areas of your 
oe costs, increase value, 
Cost of all activities controlled ‘ business can amount to. Let us show you how much 
by systems and records. broaden your market. oe - 4 P 
] MORE Standard offers, to capitalize on that op- 

















Take the cost of printed 
forms, for instance. There was a time when it was 
dismissed as a trifle, a “pebble” as compared with 
other costs. But that was before many realized 
that the true complete cost of printed forms are the 
“ripples” —the time and effort required to write, 
handle, route and file them—which adds up to from 
10 to 50 times the cost of the forms, themselves. 


It was also before many recognized that record 





portunity. 


WRITE TODAY for free booklet, “A 
New Frontier in Business."’ it telis how 
you can be sure of getting the greater 
values in business forms you buy. 


oO: 0-0 2: 9.0 


THE STANDARD REGISTER COMPANY 


Manufacturer of Record Systems of Control for Business and Industry 
DAYTON 1, OHIO 


Pacific Coast: Sunset McKee-Standard Register Sales Co., Oakland, California. Canada: R. L. Crain, Limited, Ottawa. London: W. H. Smith & Son, Lid. 
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Editorial Comment 


Classifying Traveling Expense as Income 


F igiconng which is claiming the attention of con- 
trollers is posed by Treasury Decision 5480 with 
respect to information returns on Form 1099. It ap- 
pears that employers under this Treasury decision are 
required to report on Form 1099 as additional com- 
pensation to employees amounts such as “advances or 
reimbursements for traveling expenses or other ex- 
penses,” so that the employee must report these 
amounts as gross income and assume the burden of 
proving to the Government the amount of expenses in- 
curred as properly deductible. 

The general comment heard among controllers is that 
this decision threatens to impose a heavy burden on 
employers and employees generally, in an effort to catch 
relatively few chiselers and tax evaders. The require- 
ment is characterized as unwise administratively and it 
is predicted by controllers that it will raise a storm of 
protest. 

Some controllers are questioning the validity of the 
regulation. The Treasury apparently is acting under 
Section 147 which, as some controllers point out, au- 
thorizes the requirement of information returns only 
as to items all of which are clearly income to the em- 
ployee. The contention is made by controllers that it is 
clear that where an employee is merely reimbursed for 
his actual expenses incurred in behalf of his employer 
he receives no income, either gross or net. 

The regulation will take effect with the calendar year 
1945 which further complicates the picture as control- 
lers point out that no records have been kept on this 
basis. The burden of going back over the expense ac- 
counts and assembling the data as to the amounts paid 
to each employee in reimbursement for traveling and 
other expenses will be heavy indeed. 

It is further pointed out that the employee as a prac- 
tical matter presumably has kept no record of his ex- 
penses other than the expense vouchers which he turns 
in to his employer. Many employers have thousands of 
employees who will be involved in one way or another 
under items of expense for traveling. 

Employers make it a point to check expense ac- 
counts carefully. Controllers always wish to be rea- 
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sonably sure that the companies are reimbursing em- 
ployees only for amounts actually spent. 

The Bureau of Internal Revenue, it is pointed out, 
is proposing to put a tremendous burden on honest 
employers and honest employees for the purpose of 
catching the relatively few dishonest employees who 
may be cheating their employers. The regulation will 
cover any employee who receives more than $500 a 
a year who is allowed even $1 as reimbursement of ex- 
penses incurred on behalf of his employer. 

Agitation for a change in the ruling has begun. It is 
likely that representations will be made in the proper 
quarters by the Committee on Federal Taxation of The 
Controllers Institute of America, pointing out the dif- 
ficulties and the heavy burden of reporting which will 
be involved in conforming to this decision. 


Accounting Treatment of Amortized Capital Assets 


HE Committee on Technical Information and Re- 

search of The Controllers Institute of America has 
taken steps to obtain opinions from members of the 
Committee and others on “Accounting Treatment of 
Capital Assets Covered by Certificates of Necessity 
either Partially or Completely Amortized.” The Com- 
mittee already has received several suggestions, such as: 


(1) Showing the item on the balance sheet at ap- 
praised values with an offsetting credit to cap- 
ital surplus. 

(2) Maintaining memorandum records with par- 
enthetical explanations on the annual reports 
to show (a) true cost of production by includ- 
ing depreciation attributable to such assets and 
(b) proper proportion of expense and tax sav- 
ings allocable to each year based on normal 
depreciation. 


It is pointed out by the Committee that these meth- 
ods of treatment are intended only as suggestions. 
Chairman of the Committee, Mr. Herbert P. Buetow, 
of the Minnesota Mining and Manufacturing Com- 
pany, St. Paul, expects that this question will bring 
forth many assorted opinions from the members of 
the Committee. It is one of the current problems with 
which controllers are confronted. 
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Reconverting the Mind 


or point has been well made that the ability to 
adjust themselves to new conditions is one of the 
most valuable assets for executives in these conversion 
days. It is necessary to change completely the thinking 
of executives and their approach to their companies’ 
roblems. Reconverting the mind is fully as important 
as the other types of reconversion which are now in 
process. 

One outstanding example is the habit which most 
business men had fallen into during the war years of 
placing expenses secondary to production. This is a 
habit which must be overcome. The control of expen- 
ditures must become once more one of the prime ob- 
jectives of the controller. 

Controllers generally are now engaged in analyzing 
and weighing each item of controllable expense in 
their companies’ budgets. In most cases the largest item 
of such expenses is labor, and as a result it has been 
found necessary that the controller associate himself 
more closely than in the past with labor relations if he 
expects to make real progress in the control of this item. 

Not all of the increases in labor costs which took 
place during the war were in the pay envelope itself. 
It is estimated that in many instances at least half of the 
increase in labor costs was in the form of reduced ef- 
ficiency. It is items like this with which controllers must 
familiarize themselves in order to work in harmony 
and in conjunction with the executives having these 
matters in charge. 


Another Tenth Anniversary 


NE more branch of The Controllers Institute of 

America—the St. Louis “Control,” as they are 
termed—has observed the Tenth Anniversary of its 
founding. With these years of experience behind it the 
Control is naturally one of the largest and most flour- 
ishing in the list of thirty-six such sub-divisions in the 
principal cities of the United States. 

The St. Louis Control has compiled an excellent rec- 
ord of achievement during the ten years of its existence, 
having organized and conducted many meetings which 
contributed in no small measure to the current thinking 
in the field of controllership and to the solution of 
some pressing problems. 

Controllers throughout the country join us in ex- 
tending congratulations to the St. Louis Control. 

Next year the St. Louis Control will join with its 
thirty-five neighbors in observing the Fifteenth Anni- 
versary of the formation of The Controllers Institute 
of America. 


Accountin g Costs’ Comparisons With Net Sales 


PROBLEM which has been submitted by a mem- 
ber of The Controllers Institute to the Committee 

on Technical Information and Research is the dev elop- 
ment of data indicating the cost of the accounting func- 
tions of a business in comparison with net sales. The 
question is phrased: “What is the Average Percentage 
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of Net Sales which is Expended for General and Fac- 
tory Accounting Costs, Excluding the Actual Cost of 
Timekeeping in the Plant?” It appears that not many 
companies have made this computation and it will be 
interesting indeed to observe what the question will 
bring forth. 


Cracked Price Ceilings vs. Labor Strife 

A sizable crack in price ceilings would be the 
source of more trouble than any caused by labor 

strife during the period of adjusting wages. That 

seems to be the prevailing thought among those in 

Washington who are in control of Government poli- 

cies. 

In these days of heated economic discussions every- 
one is looking and hoping for sound leadership and 
guidance from Washington, especially with relation to 
matters which impede or accelerate reconversion. Oc- 
casionally a bit of light leaks out which is encouraging. 
For the time being these leaks must take the place of 
forthright pronouncements. We have the promise as 
this is written of an early, definite statement of policy by 
President Truman concerning wage policies and ceil- 
ings on prices. The business-labor conference also is 
close at hand. 

Something definite will be welcomed by business— 
something on which plans may be based with con- 
fidence. It will mean compilation of new sets of esti- 
mates by controllers to meet the new conditions. 


Handling of New Y ork State’s Unem ployment. Tax Credits 


ONTROLLERS of business concerns in New York 

state are studying a ruling in that state with respect 
to the credits to which taxpayers are entitled under the 
New York state unemployment compensation law, and 
particularly as to how these credits are to be treated for 
Federal Income Tax purposes. 

The Bureau of Internal Revenue takes the position 
that the unemployment tax credit constitutes gross in- 
come for Federal income tax purposes. The credit must 
be included in gross income when the amount of the 
liability for contributions against which it could be 
applied is determined. For instance, if an employer this 
year received a credit of $10,000 and contributions of 
$5,400 are due October 31, $5,400 of the credit must be 
included in 1945 gross income whether or not it is 
actually applied against such contributions. The credit 
is considered applied for determining income for Fed- 
eral income tax purposes as soon as the liability for the 
tax contributions and the amount of the credit which 
may be applied against that liability are ascertained. 

This problem arose under the new provisions of the 
New York State unemployment compensation law 
which were enacted under the guise of merit rating. 
Some employers had raised the question of when to 
apply the credits. 

This ruling by the New York state authorities seems 
to make it clear that credit must be applied against the 
first succeeding contribution. A.R. T. 






















































Something New in Annual Reports 


I have borrowed the title for this 
paper from our own Metropolitan re- 
port to policyholders. We have no 
stockholders—our reports are made to 
our policyholders. The officers of the 
Metropolitan proposed to one of our 
policyholders, Mr. Bruce Barton, that 
he write the report. They said to him, 
“We have tried in various ways to get 
more of our policyholders to read the 
Annual Report of their company’s op- 
erations, but they are busy people with 
their own livings to make. They do not 
have time for too many figures or charts. 
You are a writer; perhaps if you would 
write the report, more of them would 
read it.’ When Mr. Barton protested 
that he knew nothing about running a 
life insurance company, we told him 
that that made no difference, but that 
we would furnish the figures we file 
with the State Insurance Department 
and that he was free to ask any ques- 
tions he wanted of anyone he desired. 
We asked him to think of himself not 
as an interpreter of management but as 
a fepresentative of our 31 million 
policyholders. 

It is from this point of view that I 

approach the subject. I shall not discuss 
the accounting problems that arise in 
connection with the Annual Report, but 
I should like to think over with you the 
following questions: 
For Whom Are We Writing the Report? 
What Do We Want of Our Stockholders? 
What Does the Stockholder Want to Know 

About the Company? 


W hat Should We Include in the Annual Report? 
How Should We Present This Material? 


We are living in days of change. 
There are changes in the relations of 
the government to its citizens, there are 
changes in the relations of employer to 
employee—even of parents to children. 
It would be strange, indeed, if the re- 
lations between a corporation and its 
stockholders remained unchanged. 

I believe we are entering a new era 
of stockholder relations. Stockholders 
are becoming vocal. They want to be 
more thoroughly informed on factors 
affecting their company’s operations 
and its ultimate earnings. They are 
vaguely dissatisfied in many instances 
—they believe that somehow they are 
being forgotten. 

It is in the interest of management to 
tell its own story and tell it forcefully 
and in a way that it can be understood. 
And the Annual Report offers an op- 
portunity to tell this story—an oppor- 
tunity to tell stockholders, employees 
and the general public the truth. 

Before entering upon a discussion of 
my subject, I want it clearly understood 





By W. J. Barrett 


that I am not an accountant. Accord- 
ingly, I shall have little to say about 
accounting problems in the Annual Re- 
port. I do not, for example, feel com- 
petent to discuss such questions as 
whether the depreciation rate prescribed 
by the Treasury Department should be 
applied in reporting to stockholders if 
in the opinion of management it is 
much too low, or whether deductions 
more nearly representing the true con- 
ditions should be used. 

But I do want to make a plea for the 
use of simple understandable statements 
—statements that give a picture of how 
a business operates. To do this perhaps 
it may be necessary to forget some ac- 
counting terms and conventions. One 
of the most understandable income 
statements I know—and the consoli- 
dated income statement is of prime in- 
terest to the stockholder—is that used 
by the United States Steel Corporation. 
Mr. Enders Voorhees, Chairman of the 
Finance Committee, has described this 
form of statement as used in its 1942 
report as follows: 

“We have conceived of our new form of in- 
come account as having one primary function— 
to focus attention upon the important cost fac- 
tors affecting the period through which we are 
passing. And because the several cost factors are 
continually shifting in relative importance, and 
new types of costs are being created, the tech- 
nique of presentation and the language used 
must provide for flexibility to meet changing 
conditions. 

“We view our income account in terms of 
cost elements which are applicable to every 
business enterprise, every operation of govern- 
ment, and even to charitable organizations. We 
seek to deal with the simple account, with 
credits and debits being paraphrased into re- 
ceipts and costs. 

“Thus, for the purpose of reporting to the 
public, our financial affairs consist only of re- 
ceipts and costs and we have dropped out of all 
of our income statements the word ‘net,’ the 
word ‘profit,’ and the word ‘surplus,’ and we 
have dropped also the practice of drawing sub- 
totals and making intermediate stops to note 
‘income’ or ‘profits’ before this or that payment. 
We find that these words and intermediate totals 


divert the attention from the central truths. The 
words ‘net’ and ‘profit,’ imply that a business at 
the end of its fiscal year comes to a dead stop, 
and therefore makes it possible to determine 
with finality what is a ‘net’ and what is a ‘profit.’ 
We all know that a business never comes to a 
dead stop except at dissolution, and therefore 
the figures designated as ‘net income’ or ‘profit’ 
are not accurate terminal figures, but merely 
estimates. We hold that there can be only one 
kind of income, and that it is the figure ob- 
tained by subtracting all the costs from all the 
receipts. It is only confusing to insert subtotals.” 


For WHOM Is THE REPORT WRITTEN? 


To get over its message with effec- 
tiveness an annual report must be pre- 
pared with an eye to its audience. Is it 
being written for stockholders alone? Is 
it a joint report for stockholders and 
employees? Is it also written for cus- 
tomers or the general public? 

If it is to be a joint employee-stock- 
holder report, the company will want 
to give more space to employee activi- 
ties and achievements. If it is being 
sent to customers, products and product 
development will be given more em- 
phasis. If it is also being sent to a 
selected list of the general public, it 
may bring into focus certain such prob- 
lems as taxes, rationing, special war- 
time controls affecting the company and 
any special company problem which has 
had wide publicity and in connection 
with which the company desires to pre- 
sent its case. 

Even if the report is written for 
stockholders alone, the audience is apt 
to be heterogeneous. During the past 
25 years the growth in the number of 
stockholders has been tremendous. 
American Telephone and Telegraph 
Company has 668,013 shareholders, 
Standard Oil of New Jersey has 155,000, 
General Motors Company has 423,825, 
Republic Steel has 60,000, to mention 
only a few. In an advertisement pub- 
lished in the Wall Street Journal, April 
26, 1945, Republic Steel describes its 
owners as follows: 





report. 


holders will take time to read it.” 





NO ONE BEST WAY 


Discussing the annual reports of corporations, Mr. Barrett, in citing a variety 
of examples, brjngs out the fact that there is no one best way to present an annual 
Assistant Vice-President of the Metropolitan Life Insurance Company, 
New York, Mr. Barrett presented this paper before the joint conference meeting 
in Pittsburgh on May 21, of the Pittsburgh Control of the Controllers Institute of 
America and the Pittsburgh Chapters of the National Association of Cost Account- 
ants and the Pennsylvania Institute of Certified Public Accountants. Mr. Barrett's 
concluding sentence i$ highly pertinent: “When time and thought are spent in 
| writing an illuminating account of the year’s operations for stockholders, time and 
thought should also be spent in presenting the account in such a way that stock- 
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“Like most other big industrial organizations 
in this country, Republic Steel is owned by men 
and women from all over America—all kinds of 
people—60,000 of them. 

“Here you ll find a small town lawyer who has 
invested part of his savings in Republic stock. 

“The next name may be that of a widow, 
who, with part of her insurance money, has be- 
come one of the people who own Republic. 

“Then may come a young couple, already 
starting a series of modest investments which 
they hope to build into security for the coming 
years. 

“Many Republic employees are part owners 
of the company where they work, and there are 
farmers, storekeepers, hospitals, soldiers and 
sailors, schools, churches—people and organ- 
izations in every State in the Union. 

“So, when you think of Republic, think of 
it as a business owned, not by a small group of 
bankers and wealthy men, but by all kinds of 
people!” 


WuatT Do You WANT OF YOUR 
STOCKHOLDERS ? 


Stockholders, of course, elect the 
Board of Directors who act really as 
trustees for the stockholders. Stock- 
holders are beginning to examine the 
performance of Directors. For exam- 
ple, at the April meeting of a large 
company, six directors nominated were 
attacked by a stockholder as being “‘anti- 
stockholder” and the reasons given 
were primarily not their actions in 
connection with the conduct of the 
business but their actions in other com- 
panies in which they were leading fig- 
ures. 

It has not been the general practice 
to inform stockholders of the back- 
ground and experience of directors al- 
though some companies have done this. 
The Annual Report offers an excellent 
place in which to build confidence in 
the type of people who are directing 
the company through giving informa- 
tion on their background and experi- 
ence. In our own Metropolitan report 
to policyholders for 1944 Bruce Barton 
said the following in this regard. 


“Like most of America’s biggest enterprises 
the company is run by ‘small town boys.” The 
chairman of the board came from Phoenicia, 
N. Y., population 1,750, and began his career 
with the company as an office boy. The president 
was born in Little Valley, N. Y., population 
1,200, and after a successful career as an insur- 
ance lawyer became the company’s general at- 
torney in 1918. The combined service of the 
two is eighty-nine years. The average length of 
service for the company’s officers is approx- 
imately twenty-five, and there are 7,000 people 
with more than twenty years. The chairman irted 
to retire in 1937, but the board was unwilling 
to lose so much accumulated wisdom. The) 
urged him to stay on, and he agreed on condi- 
tion that it would be without pay. 

“The board of directors is the boss of the man- 
agement, and we elect it by our votes each two 
years. If you study the list of its members at the 
back of this report, you will see that six are 
bankers; four are leading attorneys; two aré 
railroad presidents; two publishers; one pres- 
ident of an air line; several presidents and 
chairmen of great industries—a wide variety of 
experience and judgment. Like the chairman and 
the president, they are mostly products of small- 
town America: Bristol, Pa.; Greenville, New 
Jersey; Hoopestown, Ill.; Carleton Place, On- 
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tario, and bigger towns such as Hot Springs, 
Providence, Yonkers and Cedar Rapids. To me 
it is important that these representatives of 
ours come from all over the United States and 
Canada, and grew up in close association with 
common folks. The average individual policy 
in the Metropolitan is only $759, but for most of 
us even that is a lot of money. We want direc- 
tors who haven't forgotten the days when it was 
a lot of money to them.” 


Some companies, especially now that 
the war period is drawing to a close, 
are looking to their stockholders for 
money to expand or to modernize 
equipment. Mr. Walter Gifford, presi- 
dent of American Telephone and 
Telegraph Company, for example, at 
the recent stockholders’ meeting said 
that after the war the Bell System will 
need $1,000,000,000 worth of equip- 
ment to catch up with pent-up demand 
for service to civilians, and that it is, 
accordingly, increasingly important that 
the company have a large stockholder 
group to whom it can go for money. 

To these companies—and in fact to 
all companies—the annual report offers 
a special opportunity to convince stock- 
holders of the soundness of their pres- 
ent investment and the advantages of 
placing additional funds in the com- 
panies’ stocks or bonds. These stock- 





557 


disclose current information concerning 
contract termination. Under the pro- 
posal, companies whose contracts are 
terminated would be required to re- 
port this fact to SEC within 10 days 
after the close of the month in which 
the termination took place. Reports 
would be required in all cases where 
the dollar value of the terminated con- 
tracts amounts to 10 per cent. or more 
of the company’s business in the pre- 
ceding year and where no new con- 
tracts have been made to offset those 
cancelled. SEC, in turn, would release 
this information to the press. 

A broader vision of the responsibili- 
ties of stockholders is being taken by 
some corporations. Mr. James F. Bell, 
Chairman of the Board of General 
Mills, Inc., writing on this point of 
view, stressed the obligation of stock- 
holders to cooperate with management 
in the following manner :* 


“It is the stockholder’s responsibility to see 
that the business is maintained in accordance 
with American ideals—the theory of ‘Live and 
Let Live’ and ‘Help the Living.” And surely 
while the stockholder wants all the possible 
profit from his investment, he does not want 
that profit at the expense of social or economic 
unfairness. 





SURVEY OF 
STOCKHOLDER 
ANNUAL 
REPORTS 


(BY CLASSIFICATIONS) 


SOURCE: FINANCIAL WORLD 















holders will be particularly interested 
in the postwar future of the company. 
They will want to know the extent the 
level of current earnings are influenced 
by war contracts and the possibility of 
large inventory losses in case of can- 
cellations. They will want to know what 
will happen after the war contracts are 
cancelled. 

On the latter point, stockholders will 


probably desire some information 
from the Securities and Exchange Com- 
mission. The Commission has an- 


nounced that it is considering requir- 
ing companies with war contracts to 





GRAPHIC BY PICK-@, B. ¥. com 


"When he has been satisfed on all these 
points and knows that the service and products 
we of a worthy character entitled to take their 
place in the national economy, then the stock- 
bolder should be alive and alert to all influences 
that will contribute to the success of the 
company. He should never forget that he is 
one of the great group of American owners 
of securities, some 15,000,000 to 18,000,- 
000 strong, exclusive of the insurance compan- 
ies, which is the greatest consolidated group in 
the United States and possesses the greatest pur- 
chasing power and influence. 

“The owner of a security should feel it in- 
cumbent upon him to express himself to those 
who represent his interests in the company. 

“He should be a buyer of the goods it man- 


Forbes, March 15, 1940, pp. 20, 30. 
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ufactures. He should influence others also to 
buy them. 

“He should extend the acquaintanceship with 
his business wherever possible. 

“He should be keenly responsive to all influ- 
ences which contribute to its success, and alert 
to protect it from any adverse influences. The 
stockholder must be owner, friend and pro- 
tector of his company.” 


To meet this obligation, however, the 
stockholder must have complete in- 
formation about his company, its fi- 
nancial structure, the qualifications of 
its directors and its executive manage- 
ment, its industrial and public relations 
policies, the goods and services it pro- 
vides. 


WHAT DOES THE STOCKHOLDER WANT 
To KNow ABOUT THE COMPANY ? 


A number of attempts have been 
made to discover what stockholders 
want to see in annual reports. General 
Foods has made several annual surveys 
among its stockholders. (Refer to ar- 
ticle by Paul Haase in “The Controller” 
for June, 1945: ‘Stockholder Surveys 


Provide Guide-Posts for Manage- 
ment.”) In its third annual survey 
(1944) among 68,210 stockholders, 


stockholders were asked to indicate the 
subjects in which they had the greatest 


interest. Returns were as follows: post- 
war plans, 63.4 per cent. of stockholders 
interested; research and new products, 
48.6 per cent.; earnings, 41.7 per cent.; 
dividends 39.8 per cent.; immediate 
outlook, 31.5 per cent.; unfavorable 
news about the company 28.9 per cent. 

This year stockholders of Allengheny 
Ludlum Steel Corporation were sent 
a questionnaire asking them to com- 
ment on the company’s annual report 
and managerial policies. Nearly 3,300 
of the company’s 12,000 stockholders 
noted their preferences on 32 suggested 
topics for the 1944 annual report with 
the results shown in the table below. 

In commenting on the report the 
company stated: 

“Though the questionnaire returns were 
gratifyingly large, it is acknowledged that a true 
sample of all stockholders cannot be assumed to 
have been obtained by this method. It would ap- 
pear that most of the returns reflected the opin- 
ion of stockholders holding less than 500 shares 
to whom dividend returns were particularly im- 
portant. Consequently the tabulations indicated 


_ strong preferences for information on the 1945 


outlook for Allegheny Ludlum and on dividend 
policies and earnings, but revealed considerably 
less interest in such technical subjects as con- 
tract termination, depreciation policies, renego- 
tiation of contracts, or inventories. 

“A substantial group evinced secondary in- 
terest in personal financial returns, but recog- 





Number of 


Subject 


Outlook for 1945 for Allegheny Ludlum 
Position of Allengheny Ludlum in steel industry 


Research and new products 


Outlook for 1945 for business in general 
Postwar production plans 

Products manufactured 

Competition problems 

Reconversion problems 


Legislation affecting steel industry 
Allegheny Ludlum war effort 


History of Allegheny Ludlum 


Plant modernization program 
Postwar employment plans 


Veterans Reemployment plans 
Contract termination 
Manufacturing processes 
Officers and directors 
Depreciation policies 
Renegotiation of contracts 
War production cut-backs 
Pricing problems in steel 


Inventories and methods of evaluation 


Stockholders 
Desiring Information 
Rank on Subject Noted 
1 2263 
2 1939 
3 1817 Dividend policy 
4 1633 Earnings 
5 1615 
6 1559 Company products 
7 1369 
8 1367 
9 1232 
10 1216 
11 1009 
12 885 Taxes 
13 870 
14 837 
15 817 Employee relations 
16 809 
17 741 Salaries and wages 
18 739 
19 688 
20 671 Sales 
21 661 
22 598 
23 593 
24 588 
Z 549 
26 421 Advertising 
27 421 
28 420 
29 419 
30 414 Distribution system 
31 396 
32 284 Safety record 


Others (please specify) 





nized the company as an essential contributor to 
the war effort and to the wealth and welfare of 
the country in peace times. These commended 
the company on its production and urged en- 
larging the scone of its market. They showed 
strong faith in the future of alloy steels, and in 
the value of intensive metallurgical research, 
They frequently criticized the lack of informa- 
tion to stockholders on company products, urged 
further publicity for the company's trademarked 
metals, and wished to know the outlets so that 
they could buy products made from Allegheny 
Ludlum metals. Some misunderstood the nature 
of the company’s output, assuming that it pro- 
duced end-products rather than materials for 
fabrication. 

“Though management received strong sup- 
port for its general financial and production 
policies, and for its contribution to the war 
with respect to both product and executive per- 
sonnel, the subject of executive compensation 
was obviously little understood and frequently 
the object of barbed comment. Explanations of 
the basis for the selection of officers and direc- 
tors were requested by many. Small stockhold- 
ings by directors were frequently criticized. 

“Many felt that corporations in general were 
too timid in presenting their case to Washing- 
ton officialdom and urged that stockholders be 
apprised of ways in which they might help sup- 
port the company’s position on legislative mat- 
ters.” 


Another indication of stockholders’ in- 
terests may be found in the questions 
asked at annual meetings. It is true that 
some of those asking questions may be 
calling attention to themselves rather than 
sincerely seeking information; still, some 
ideas of what stockholders are looking for 
may be found. Some companies, notably 
Standard Oil Company of New Jersey 
and Standard Brands, Incorporated, send 
stockholders stenographic reports of the 
proceedings at the company’s annual 
meeting. At the 1943 meeting of Stand- 
ard Oil Company of New Jersey, the fol- 
lowing questions were among those asked: 


1. Is it possible to give us a little information 
on the natural gas situation? 

2. I want to find out how the high-octane gas- 
oline situation is holding up. Is the com- 
pany producing enough for the Army? 

3. I would like to know if our technical men 
have invented anything to take care of the 
pests that infest ships? 

4. Do you think that butyl will be of value in 
making tires ? 

5. During the first six months of last year were 
the profits proportionately higher than dur- 
ing the last six months? 

6. In your annual report, you say that our 
losses in shipment varied from eight cents 
to $1 per barrel in the transportation, and 
for how long did that continue, because 
that does not seem to make sense to me, that 
we produce things that we sell at a loss. 

. I have seen in the press a statement that the 
flow of crude oil in the United States is 
diminishing. Is that so? 

8. May I ask how much our advertising is 
compared with before the war? Is it sub- 
stantially more or less when we cannot sell 
the general public as much as formerly? 

At the General Foods Corporation 
meeting in April 1945, the following 
questions were asked by stockholders: 

1. Where are the residences of all directors? 

2. How many veterans have returned to the 
company ? 

3. Is the depreciation reserve adequate ? 

4. How is the company protected against pay- 
roll padding ? 
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. How much is the advertising budget ? 

. How much has the advertising budget been 
reduced ? Is the company considering it may 
be wasting the stockholders’ money in 
needless advertising ? 

7. Is the company developing plans for quick 
frozen meals? 

8. Why does not the company publish a news- 
paper report to the public? 

9, What are the plans for export sales? 

10. Will the stock of Jello in stores be in- 

creased ? 

11. Does the company plan to sell its soluble 

coffee to the public? 

Questions asked of both companies in- 
dicate special interest in earnings and in 
the development of new products and in 
such costs as advertising, transportation 
and executive remuneration. At the Stand- 
ard Oil meeting, questions reflected news- 
paper publicity the company had received 
during the preceding year. 

This year, in making our annual re- 
port to 31,000,000 policyholders, the 
Metropolitan Life Insurance Company 
particularly asked Mr. Bruce Barton to in- 
clude what he thought his fellow policy- 
holders would like to know about what 
the company did in 1944, Mr. Barton de- 
scribed first “Who runs the company ?” 
Then he told what happens to our money, 
how it is never idle. “Just to keep the 
company from being too proud,” he asked 
company officials, ‘don’t you ever make a 
bad investment ?”’ And he got the answer. 
Next he listed some of the highlights of 
the year—the claims paid, the dividends, 
the surrender values, and so on. He de- 
sctibed the health services for policyhold- 
ers, the small number of employees, the 
effect of the Supreme Court reversal of 
its previous position that life insurance 
is not commerce and a description of the 
company as a good citizen. Then he 
looked into the letters received daily from 
policyholders—both complaints and com- 
mendations, and answered the most fre- 
quent complaint ‘Why aren’t my divi- 
dends larger ?”’ He ended the report with 
the story of his own personal experience 
with life insurance. 

Confirming Mr. Barton’s judgment of 
what interests policyholders is the fact 
that four times as many stockholders wrote 
in about the report than had ever before 
written about an annual report. Some of 
these responses follow: 


nw 


President of Insurance Company in Pennsyl- 
vania. “It's really something when you have 
‘Something New in Annual Reports’ and I 
congratulate you on a highly original idea. 
Bruce Barton has presented the year’s story in 
a very human way and yet he covers the actual 
information which I believe the intelligent pol- 
icyholder likes to have.” 


President of Bank in Georgia. “Your com- 
pany’s annual report by Bruce Barton entitled 
‘Something New in Annual Reports’ is indeed 
a very interesting one. In fact, it is one of the 
first financial reports that I have ever read all 
the way through without even wanting to put 
it down. I congratulate you and your associ- 
ates on this new type of report, and also, of 
course, upon the fine showing for the year.” 


President of Bank in Texas. “A copy of Mr. 


Bruce Barton’s report to policyholders entitled 
‘Something New in Annual Reports’ has just 
come across my desk and I found it so inter- 
esting that I could not lay it down without read- 
ing it through. The affairs of a company as 
large as the Metropolitan Life are so complex 
that the customary annual report usually fails 
to achieve anything; however, Mr. Barton’s ap- 
proach in this respect is entirely novel and re- 
freshing, and I imagine many of your policy- 
holders will see the company in its true perspec- 
tive for the first time.” 

Advertising Manager, Optical Company in 
Massachusetts. “I just read your ‘Report to 
Policy Holders,’ and I quite agree with the 
title—it is ‘Something New in Annual Reports.’ 
When your report came along, it was one of 
many that are passing over my desk at this time 
of year. The title and your name stopped me 
and made me give it more than ordinary atten- 
tion, although frankly I did not expect to read 
it all. However, the first few paragraphs in- 
trigued me, and I did not stop until I had read 
through all that you had to say, and I tell you 
sincerely that I found it very interesting. I 
particularly like your willingness to walk up 
to some of the questions like, ‘Don’t you ever 
make a bad investment?’ and your search for 
complaining letters. I think we have all been 
too unwilling to talk about our failures along 
with our successes. Congratulations to you 
for what I think is a real contribution in the 
way of annual reports.” 

It will be noted that these comments 
are from business men who customarily 
see a variety of annual reports. Even 
though they are at home with the usual 
form of report, they are impressed by a 
new approach. The policyholder who is 
not as familiar with financial statements, 
also found the new form of report inter- 
esting. Some of their comments follow: 

F.A.T., Jamestown, N. Y. “Your write-up on 
the Metropolitan was so different that I read 
the whole report. Quite different from most 
insurance reports—so dry that I dislike the 
looks of them.” 

J.C.G., White Plains, N. Y. “The report 
which accompanied your letter of the 3rd in- 
stant has been read carefully and with much in- 
terest. The figures given in the Annual Report 
always stagger me (when I get above the thou- 
sands I seem lost) but Mr. Barton’s story makes 
it all very clear.” 

Naval Lieutenant. “My sincerest congratula- 
tions to all those responsible for the new book- 
let ‘Something New in Annual Reports’ by Bruce 
Barton which I have just received. I must ad- 
mit that the previous financial statements have 
always left me with that ‘let down’ feeling. This 
has been the case, I think, with a large percent- 
age of the company’s policyholders. The new 
report for 1944 is to me a ‘joy forever.’ ” 


WHAT SHOULD BE INCLUDED IN THE 
ANNUAL REPORT ? 


As we have stated before, the annual 
report should give the stockholder suff- 
cient data to judge whether or not his in- 
vestment in the company is sound. There 
are those who believe this is the sole func- 
tion of the annual report. Mr. Robert C. 
Stanley, Chairman and President of the 
International Nickel Company, for exam- 
ple, said at the annual meeting of share- 
holders, April 25, 1945, “I believe it is in 
the best interest of our Company to limit 
the yearly report to little more than a 
comprehensive exhibit of the finances and 
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furthermore to expand the address of the 
President at the Annual Meeting of Share- 
holders.” 

This address is sent to all stockholders, 
and the address made on April 25, 1945, 
covered death of directors, cooperation 
with the governments of Canada, Great 
Britain and the United States, trade ob- 
stacles, nickel output, manpower short- 
age, copper output, platinum metals, 
financial condition of the company, Ca- 
nadian Government financing and expla- 
nation of profit and loss statement and 
dividends. It also discussed inventories, 
capital expenditures, the production of the 
extrusion press at Huntington, West Vir- 
ginia, the output of rolling mills and 
foundries at various locations, labora- 
tories, accident prevention and the retire- 
ment system. He also told about ore re- 
serves, exploration in Venezuela, compen- 
sation for the company’s Petsano Mine 
from Russia, prospecting, international 
taxation and future outlook. 

Whether the stockholder receives in- 
formation of this type in a separate re- 
port, as in the case of International 
Nickel, or in the Annual Report, or in 
both is perhaps of little moment. It is 
important that he should receive the in- 
formation. 

The annual report offers an outstand- 
ing Opportunity to present the company’s 
story. In addition to full information 
about operating results and the company’s 
financial position, the stockholder should 
be told why the company made money or 
did not make money. He is interested, too, 
in what lies ahead. Whether when war 
contracts are cancelled, there will be civil- 
ian work to take its place and how soon 
production on civilian work can be started. 
He has an interest in whether there will 
be work for both present employees and 
returning veterans and in what postwar 
problems the company will have to meet. 

He should be given some information 
about the directors for whose election he 
is responsible. If during the year the 
company’s name has been in the news in 
connection with matters of interest such 
as patents, anti-trust actions or other mat- 
ters, the stockholders will want to hear 
the company’s side of the story. In these 
days a company needs friends and an in. 
formed and enthusiastic group of stock- 
holders can be a source of strength to 
the company. 

Large companies might well emphasize 
some of their contributions to the public 
welfare, so that their stockholders may 
become informed supporters of the com- 
pany. Many of these companies and some 
of the smaller ones, too, have written the 
histories of their contributions to victory. 
Under such titles as “Bausch & Lomb and 
War,” “Oil for Victory” (Humble Oil & 
Refining Company), “On Two Fronts: A 
War-Time Story of AC Spark Plub Divi- 
sion” and “Producing More for Victory” 
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(General Motors Corporation), a pic- 
torial and dramatic story of the manufac- 
ture of vital war materials and the pro- 
vision of vital war services has been told 
to stockholders. These have attracted the 
attention of stockholders, and the annual 
report may well capitalize on this interest. 

Each year an increasing number of com- 
panies is trying to make the reports more 
interesting and attractive to stockholders. 
The following comments by top corpora- 
tions executives indicate some of the 
thinking along these lines: 

General Foods Corporation. ‘We like to think 
of our annual report as a portrait, in pamphlet 
form, not only of the activities of the company 
during the past year, but also of the spirit of 
the company in a brief chronicle in words and 
pictures of the General Foods corporate com- 
munity—General Foods is not just products, or 
factories, or figures on profit and loss state- 
ments: General Foods, above all, is people and 
that is the underlying conception we try to con- 
vey.” 

Owens-Illinois Glass Company. “We issue an 
illustrated annual report which goes beyond 
the customary analysis of the earnings statement 
and the balance sheet and tries to present an 
operating picture or narrative, bringing out the 
fact that we are dealing with men, material, 
policies, etc. rather than figures.” 

‘ This year American Home Products 
Corporation in its 1944 annual report, 
titled “AHP Toward Better Living,’ tells 
“the story of American Home Products 
Corporation, what it is, what it does and 
how its activities affect the lives of the 
people of America.’” The arrangement 
as shown by the following Table of Con- 
tents shows an intelligent approach: 
WHAT A.H.P. DOES 
. For Stockholders 
. For Employees 
. For Consumers 


— 


w Nd 


Pharmaceuticals, biologicals and nutritionals 

Color and dye products 

Food products 

Household products 

Cosmetic products 

Packaged drug products 

Foreign and export 

Advertising and sales 
WHAT A.H.P. IS—IN BRIEF 
Message from the Chairman of the Board 
Fact Boxes 

Things you should know about A.H.P. 

Financial facts 

Employee facts 

Consumer facts 
Statistics, Lists and Other Essential Data 

Financial record on per share basis 

Lists of companies and principal products 

List of radio programs 

Foreign operating companies 

List of A.H.P. war products 

Financial statistics 

Stockholder groupings 

Officers, directors and committees 
In addition, full page photographs and graphics 
show “how A.H.P. looks.” 

One of the many charts, “How A.H.P. 
Is Managed,” seems to me of particular 
interest to stockholders. It shows the com- 
mittee set up of the company—the 
finance, operations and administrative 


committees reporting to the Executive 
Committee and the various service depart- 
ments and operating divisions reporting 
in turn to the operations committee. On 
another page are photographs of meetings 
of each of the four committees with the 
names of each member listed on the page 
opposite. In the text the duties of each 
committee are given. 

In preparing the report, American 
Home Products knew that out of its 
9,916 stockholders 7,650 owned less than 
100 shares. Of the total, 4,865 were 
women, 3,477 men and 1,574 were or- 
ganizations, trusteeships, etc. It was a safe 
assumption that the average stockholder 
probably knew little about the company 
and also that the 4,865 women stockhold- 
ers, in particular, were potential custom- 
ers. Accordingly, in labeling three-fourths 
of the report “For Consumers” and dis- 
cussing the products by name and use and 
showing the outlets in which they are 
sold to the consumer, the company not 
only gives the stockholder a better pic- 
ture of its operations but may tempt her 
to try the company’s products. The section 
on cosmetic products illustrates how good 
a sales job is done for these products. In- 
troduced by a full-page photograph of an 
attractive model before a dressing table 
on which is displayed the company’s cos- 
metic line, there follows a chart showing 
the evolution of a new cosmetic shade 
and how it is coordinated with the new 
offerings of textile mills, clothing de- 
signers and milliners. The text gives the 
sales talk, lists the products by trade 
names and indicates sales progress. 


‘How SHOULD It BE PRESENTED ? 


It is one thing to write an informative 
annual report and another to get it read. 
The annual report has to compete for 
the time of the average policyholder with 
the daily paper, the monthly magazines, 
the radio, the bridge game, the family 
mending, the movies, the club meetings, 
the latest detective story and every other 
demand made upon leisure time of busy 
people. Perhaps, unless it is exceptionally 
interesting, it had better not be too long. 
If it is not illustrated, the text must be 
sufficiently interesting to hold the atten- 
tion. Our Metropolitan report, which I 
mentioned before, is unillustrated and re- 
lies on its clear and intimate narrative 
style to hold the reader's attention. If the 
annual report is illustrated, really arrest- 
ing pictures and graphs will do much to 
hold the reader’s attention. In the latest 
report of the Standard Oil Company of 
New Jersey, the remarkable photographs 
covering half of almost every page in the 
report must do much to entice the stock- 
holder to read every page. 

A device I find spurs my own interest 
in a report is used by International Rail- 
way Company of Buffalo this year. At the 


upper corner of each page in heavy cap- 
itals on an orange background are a few 
words giving the outstanding point cov- 
ered in the page. By reading these head- 
ings, one after another, one may get an 
idea of the general contents of the report 
and may read in detail whatever subject 
is of most interest. The following head- 
ings taken from the first five pages of the 
report illustrate the method. 

Serving 600,000 Passengers Daily 

Wartime Shortages Continue 

Manpower Still a Problem 


Record-breaking Storms Add to Difficulties 
War Delays Bus Substitutions 


Most of us are attracted by some new 
approach. The annual report that /ooks 
just like last year’s and the year’s before 
is handicapped in capturing the reader's 
attention. The new approach may be in 
method of presenting the report or in 
appearance. The ‘Something New” in 
our Metropolitan report was that it was 
written by a policyholder not the manage- 
ment. The 1944 report of Liberty Mutual 
Insurance Company with the title “A 
Friendly Visit” and the hand on the front 
door knocker on the cover is given in 
dialogue form. Mr. and Mrs. M. L. Tyler, 
policyholders, are visited by Mr. S. Bruce 
Black, President of the company, and the 
story of the year is told in the conversa- 
tion among the three. 

There is, of course, no one best way to 
present an annual report. But when time 
and thought are spent in writing an illu- 
minating account of the year’s operations 
for stockholders, time and thought should 
be spent in presenting the account in such a 
way that stockholders will read it. 


How Shall We Provide 
Social Insurance? 


It is axiomatic that in a democracy what a 
majority of the people want, or believe they 
want, will eventually come to pass. At this 
point, however, it is worth reflecting whether 
it is compulsion that is desired, or rather a 
real opportunity to provide for oneself low- 
cost protection. 

In the event that we are to have com- 
pulsory health insurance, we might well con- 
sider the following: Let it be provided at 
the state level, as is unemployment insur- 
ance now; let its benefits be confined to 
minimum subsistence needs; and let it not be 
exclusively provided of a state fund, but in- 
stead permit the alternative operation by 
any private plan which meets at least the 
minimum requirements of the law. 


Social insurance is already here. In what 
form, and to what extent it will develop, 
only the future will answer. May I express 
the hope that in any development we pro- 
ceed with sound balance between federal and 
state government, with private enterprise 
functioning to the full extent of its powers, 
and with compulsion confined to bare mini- 
mum social needs so that we do not find 
ourselves destroying the spirit of personal 
dignity and self-reliance of the individual 
that has contributed so much to our national 
strength. 

—C. MANTON Eppy, Vice President 
and Secretary, Connecticut 
General Life Insurance Compan) 
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There are some subjects that are ever 
new and which, despite the volumes that 
have been written about them, remain 
a fertile field for the expert or the ven- 
turesome author. Such a subject is over- 
head. Overhead is still a mystery to the 
embryo accountant, the average produc- 
tion and sales manager, and sometimes to 
the trained accountant. Its interpretation 
and application to specific problems are 
full of mathematical pitfalls even for 
those who are supposed to know the most 
about it. In simple mechanical operations 
it can be easily understood and applied, 
while in complex chemical industries it 
can easily be a field for the most careful 
research and study before it is allocated. 
With this foreword, therefore, the writer 
excuses himself for a little dissertation 
in the field of manufacturing overhead. 

Manufacturing overhead is the third 
element of factory cost, the other two ele- 
ments being direct labor and materials. 
Manufacturing overhead is made up of 
such items as: indirect labor, supervision, 
clerical labor, repairs and maintenance ex- 
pense, stationery and office supplies, mis- 
cellaneous operating supplies (such as oil, 
waste, brooms), purchased or manufac- 
tured energies (such as steam, electricity, 
gas, water, air), laboratory materials and 
supplies, depreciation, taxes, insurance, 
and miscellaneous plant services such as 
personnel and plant protection depart- 
ments. The technique by which overhead 
may be accumulated and distributed is 
best accomplished through the establish- 
ment of what may be called Process Cen- 
ters, 

Process Center is a name applied to a 
particular department or sub-department 
for which expenses are accumulated sepa- 
rately. Process Centers divide themselves 
generally into three principal groups: 

. Production Center: Those centers which 
are directly involved in producing the prod- 
ucts which the Company offers for sale. 
Service Centers: Those centers which con- 
tribute to the operation of the plant but 
which are not directly concerned with pro- 
duction. Such Process Centers are: Em- 
ployment Office, Hospital, Plant Protec- 
tion, Welfare Activities, Receiving Depart- 
ments, Storerooms, etc. 

Auxiliary Manufacturing Centers, These 
centers are principally those which produce 
energies which are used in operating the 
plant. Examples are: Steam Power Plant, 
Electric Generating Plant, distribution sys- 
tems for compressed air, water, refrigera- 
tion, gas, etc. In some plants auxiliary man- 
ufacturing centers produce materials which 


are later used in the production of products 
for sale. 
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The reason for setting up a Process 
Center in the service or auxiliary manu- 
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facturing group is twofold: First, for the 
use of the plant in controlling the ex- 
pense; and second, for the purpose of 
distributing the expense to the products 
and operations for which the service or 
auxiliary manufacturing is directed. 

The technique for setting up produc- 
tion Process Centers calls for the separa- 
tion of expenses of individual pieces—or 
different groups—of equipment so that 
the operating cost, including both variable 
and fixed charges, may be properly dis- 
tributed over the products that use the 
equipment. The proper pricing of in- 
ventories must also be considered in 
establishing Process Centers. Whenever 
a break occurs in an operation and an in- 
ventory is accumulated, the break must 
be recognized in establishing a Process 
Center which recognizes this factor. By 
so doing expenses up to the inventory 
point may be accumulated and applied to 
the inventory. 

A Process Center must also be set up to 
recognize changes in the name or use of 
the product, or the production of by- 
products or special intermediates. In other 
words, whenever it is necessary or desir- 
able to show a separate cost for a given 
operation or group of operations, a sepa- 
rate Process Center must be set up to ac- 
cumulate expenses between the previous 
Process Center and the desired breaking 
point. 

Equipment may be grouped by Process 
Centers in a so-called vertical or hori- 
zontal manner. 

“VERTICAL” OR “HORIZONTAL” 

The vertical Process Center refers to 
a group of different kinds of standard or 
special equipment used specifically for 
one particular product or a group of par- 
ticular products. For instance: kettles, 
storage tanks, filter presses, dryers, filling 
equipment. 

The horizontal Process Center refers 
to a group of similar equipment (like 


filter presses), which are of similar type, 

cost, and construction and may be used 

interchangeably for any of a large num- 
ber of products. 

The accumulation and distribution of 
manufacturing overhead is performed in 
three steps: 

1. Accumulation of overhead expense by ex- 
pense classification by Process Centers. 

2. Distribution of expenses of non-productive 
or service or auxiliary Process Centers 
over other non-productive and produc- 
tive Process Centers. 

3. Distribution of all direct and apportioned 
expense of productive Process Centers over 
the various finished or semi-finished prod- 
ucts made in those Process Centers. 


The basis for distribution of service 
and auxiliary Process Centers depends on 
the type of Process Center. Some common 
examples of distribution methods are as 
indicated in the box on the next page. 

The basis for distribution of expenses 
of productive Process Centers depends on 
a number of factors. To be strictly cor- 
rect, each item of expense apportioned 
to the productive Center from service or 
auxiliary centers should be distributed to 
the various products or operations in the 
productive Process Center on the same 
basis as it was incurred. For instance, if 
the supervision charge should be appor- 
tioned to each Process Center on the basis 
of total labor, it should theoretically be 
distributed from the productive Center 
to the various operations or products in 
that Center on the basis of total labor 
spent on each product. Similarly, energies 
may be accumulated for each Process Cen- 
ter on the basis of theoretical quantities 
of each energy used in the different prod- 
ucts Or operations, and theoretically these 
energies should be redistributed to the 
different products in the Process Center 
on the same basis. 

It may not, however, be practical (or 
necessary from the point of view of ac- 
curacy) to distribute separately each item 
of expense making up the overhead of 
any one Process Center, because the added 
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| BACK TO FUNDAMENTALS 


Although there are many “cosmic” considerations which clamor for attention 
| and understanding these days, it is well that we do not lose sight of the equally 
important but comparatively prosaic fundamentals. 
which is ever a challenge to corporate financial officers. Mr. McNeill, who is 
vice-president and controller of General Aniline and Film Corporation, New York, 
presents in this paper some considerations of extreme timeliness, in view of the 
necessity of reconsideration of overhead costs now that the war emergency and 
attitude are matters of the past. 


One of these is overhead, 


—THE EDITOR 
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accuracy is not worth the clerical effort 
involved. Therefore, the direct and ap- 
portioned expenses in each Process Cen- 
ter should be studied with a view toward 
determining whether one or more bases 
should be used in allocating the expenses 
to products or operations. In some cases 
it is more equitable to distribute groups 
of expenses separately. For instance, fixed 
expense (depreciation, taxes, insurance, 
building rental, and such) may be dis- 
tributed on the basis of machine hour or 
occupancy factors. Another group of ex- 
penses, such as certain energies, repair 
and maintenance, operating supplies, etc. 
may be more proportional to production 
and may, therefore, be distributed among 
the different products made on the basis 
of pounds or batches produced. Another 
group of expenses is proportional to 
labor and can be distributed on the basis 
of labor dollars, man hours, or number 
of people. Among the latter expenses are: 
indirect labor, supervision, vacation pay, 
overtime, and personnel services such as 
Welfare, Personnel Department, hospital, 
and such. 


the proper basis for distribution of a 
Process Center is as follows: 


1. Label each item of expense according to the 
major variable; namely, labor, occupancy 
or production. This study should not be 
taken from a given month’s figures, but 
should be taken from the totals for at least 
a year so that variations between months 
are eliminated. 

2. Tabulate the total dollars spent for each 
factor of expense under one of the three 
main headings (named in No. 1) to deter- 
mine which one accounts for the most ex- 
pense. 

. From a study of these figures determine 
whether one or more bases of distribution 
should be used, and whether or or not such 
charges as energies, filter cloth, or some 
other class of expense should be taken out 
and distributed separately. 


Ww 


In arriving at a final decision, it may 
be necessary to adopt the cut and try 
formula and distribute on two or three 
bases for a given period to determine the 
variation in the unit overhead rate of 
the product or operation which would be 
caused by using the different methods. 
It may be found that a single basis can 
be used which is not 100 per cent. accu- 
rate, but which, for all practical purposes, 





Type of Process Center 


Individual buildings or groups of build- 
ings 
Steam Power Plant 


Electric Power 


Water, Gas, Air 


Supervision, Employees Service, such as 
Lunch Room, Hospital 


Taxes and Insurance 





* Theoretical factors per unit of production or time should be used. These factors are ob- 
tainable by special tests, engineering calculations or meter readings. 


Basis for Distribution 


Square feet or floor area occupied by the 
various Process Centers in the building. 


*Pounds of live steam consumed by prod- 
ucts or operations in the various Process 
Centers. 


*KW hours consumed by products or op- 
erations in the various P.C.s. 


*Cubic feet used in the various operations. 


Total wages, man hours or number of em- 
ployees, depending on conditions. 


Total value of buildings, machinery and 
equipment, and materials in each Pro- 
cess Center. 


| 
i} 








A Process Center which has very little 
equipment but considerable hand labor is 
usually best distributed on the basis of 
labor. On the other hand, a Process Cen- 
ter which has considerable expensive 
equipment and very little labor may be 
distributed on the basis of machine hours 
operated or pounds or batches of produc- 
tion. If the amount of energies used by 
the different products in any given Proc- 
ess Center is considerably different, it may 
be desirable to distribute energies sepa- 
rately to the products on the basis de- 
rived, namely, by energy factor per unit 
of production and the balance of the ex- 
pense distributed by machine hours, oc- 
cupancy or production. Similarly an item 
of importance in cost such as filter cloth 
in a filter press Process Center may well 
be distributed separately to products on 
the basis of the amount used by each prod- 
uct per unit of production. 

The method to follow in determining 


may be accurate enough to give costs 
within a reasonable degree of accuracy. 
This method of cut and try may de- 
velop the fact that one or more of the 
three elements: occupancy, labor or pro- 
duction may be proportional to one an- 
other in distributing expense to the pro- 
ducts or operations against which the 
proration is made, even though the 
amounts are different. A study made on 
the above basis should result in the over- 
head of a given Process Center being dis- 
tributed to the products and operations 
on a basis that is as accurate as is neces- 
sary and with a minimum of clerical effort. 
A word of warning may well be issued 
to the uninformed in calculating savings 
or added costs in connection with possible 
plant expansion or contraction. Unit over- 
head rates should seldom, if ever, be used 
in computations of this kind. It is much 
safer to deal in total dollars spent in 
overhead for the plant as a whole before 
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the proposed change, compared to the 
estimated total dollars that will be spent 
after the proposed change. This automati- 
cally eliminates troublesome items like 
fixed expense which get all tangled up 
when you try to deal in unit rates of 
overhead. This same rule applies equally 
well to problems involving Distribution 
Selling and Administrative overhead. A 
good rule to follow in any cost problem 
involving overhead is to let your calcula- 
tion show the effect that the change will 
have on the Profit and Loss account of 
the company over a period of time. 

These are just a few observations on 
the subject of good old manufacturing 
overhead which may be the means of sim- 
plifying the determination of costs and 
their interpretation in solving company 
problems. 


$5.5 Billion in Cash Refunds Seen as 
Result of Tax Adjustment Act 


Cash refunds from wartime taxation to be 
made available to the country’s business con- 
cerns under the recently enacted Tax Adjust- 
ment Act of 1945 “should certainly go a long 
way towards removing the danger that recon- 
version may be impeded by shortages of cash,” 
Roy Blough, assistant to the Secretary of the 
Treasury, said recently when he addressed a 
meeting of the Chicago Association of Com- 
merce on the tax reducing provisions of the in- 
ternal revenue code available during the re- 
conversion period. 

The amount of refunds resulting from carry- 
back of losses will depend upon economic 
conditions during the transition period, Mr. 
Blough explained, but said it has been esti- 
mated that for 1945 and 1946 they might 
amount to perhaps $1 billion. 

“The redemption of the post-war bonds 
issued for the years 1942 and 1943 will make 
available to corporations which paid excess 
profits taxes in those years about $1.3 billion. 
And the current availability of the post-war 
credit for the years 1944 and 1945 will, by 
reducing current tax liabilities, increase the 
cash balances of such corporations by about 
$1.5 billion. Assuming that for purposes of 
recomputing the amortization deduction, the 
emergency period ends at the close of 1945, 
it is estimated that the resulting tax refunds 
would amount to roughly $1.7 billion. In the 
aggregate, therefore, the tax refunds arising 
under all these provisions may amount to as 
much as $5.5 billion.” 

The Treasury tax expert said that while the 


$5.5 billion sum may appear small in compari- ° 


son with the $44 billion of cash and govern- 
ment securities currently estimated to be held 
by corporations alone, ‘the importance of these 
tax refunds is not wholly a matter of their 
aggregate size.” 

He said for the most part the corporations 
and individual business men who will receive 
the cash will be those who are faced with the 
most serious reconversion problems, and “it 
is in terms of the needs of such firms that the 
importance of these refunds will ultimately be 
demonstrated.” 

Mr. Blough said business men are “all free 
to speculate upon the tax reductions which 
may be anticipated following victory in the 
Pacific,” but that his discussion concerned only 
the “existing realities’ now in effect under 
present laws. He suggested that many taxpayers 
have failed entirely to grasp “the true meanin 
and significance” of the rather novel carrybac 
provisions of the wartime revenue act, and 
pointed to the speedup in é¢arryback provision 
made possible by the tax adjustment law. 
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With your indulgence, I shall cover 
the subject in somewhat the following 
manner. 

First, I will discuss the past Pension 
Law and follow this with a discussion 
of the present Pension Law. I will then 
sketch the findings of the Sub-Commit- 
tee of the Committee of Finance of the 
United States Senate and will follow 
that with several letters of comment 
from corporations which have had pen- 
sion plans in effect for some time, and 
will conclude with a summary of the 
benefits of pension plans. 

Let us now consider Section 165 
prior to 1942. This Section merely pro- 
vided that an employer may create for 
his employees a stock-bonus, pension or 
profit-sharing plan and provided that 
contributions could be made to the 
lan by the employer, the employee, or 
both. This Section also provided that 
contributions made to the plan by the 
employer were allowable deductions to 
the employer, if the contributions were 
reasonable. 

This prior Law was not very specific 
as to the qualifications which the Treas- 
ury Department deemed necessary for 
Employee Plans. Under the provisions 
of this prior Law, the employers’ con- 
tributions were deductible under Sub- 
Section 23 (a). 

Let us now consider the present Law. 
In 1942, Congress and the Treasury De- 
partment re-drafted the Law and Reg- 
ulations of Section 165 and, at the same 
time, created a new Section known as 
23 (Pp), : 

Section 165 sets forth the basis for 
inclusion or exclusion of employees un- 
der a plan. Section 23 (p) covers the 
deductions allowable to the employer. 

When the 1942 Law and Regulations 
were first published, many employers 
believed that Congress and the Treas- 
ury Department were drastically increas- 
ing restrictions on Employee Trusts. As 
a matter of fact, the 1942 Law and Reg- 
ulations actually liberalized sound 
plans, and have, to a considerable de- 
gree, eliminated unsound plans. 

As an illustration of this liberaliza- 
tion, the Law prior to 1942 limited the 
benefits to employees only. The 1942 
Law included both employees and their 
beneficiaries. 

Section 165 is divided into two parts, 
namely, (A) and (B). 

Under (A), an employer must in- 
clude 70 per cent. or more of all of his 
employees, or as an alternative, must 
include 80 per cent. or more of all em- 
ployees subject, however, to the exclud- 
ing of employees who have not been 
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employed for at least five years, or em- 
ployees who are employed for twenty 
hours.or less in any week, or, em- 
ployees who are employed five months 
or less in any calendar year. 

Under (B), an employer may create 
a trust under a classification deemed by 
the Commissioner not to be discrimina- 
tory in favor of officers, shareholders, 
persons whose principal duties consist 
in supervising the work of other em- 
ployees, highly compensated employees, 
and if the contributions or benefits to 
the plan do not discriminate in favor of 
such employees. 

It is under Section (B) that pension 
plans, covering salaried employees and 
excluding hourly wage employees are 
created. If, under this Section, salary 
limitations are used, then the compli- 
cated integration formula applies. If all 
salaried employees are included, the 
integration formula does not apply. 

Section 23 (p) provides the basis for 
the deduction of contributions by the 
employer to these plans, and I believe 
this phase of the Law is of interest to 
you who sign the checks for the cor- 
porations’ contributions. 

The provisions of the General Rule 
of Section 23 (p) are as follows: 

“If contributions are paid by an employer to 
or under a stock-bonus, pension, profit-sharing 
or annuity plan or if compensation 1s paid or 
accrued on account of any employee under a 
plan deferring the receipt of such compensation, 
such contributions or compensation shall not be 
deductible under sub-section (a) but shall be 
deductible, if deductible under sub-section (a) 
without regard to this sub-section, under this 
sub-section but only to the following extent.” 

I am told that the solution to this 
General Rule materially increased the 
sale of aspirin. 

Our ablest tax attorneys, after puzzl- 
ing over this General Rule for many 
months, came to the conclusion that 
the meaning of the General Rule is sim- 
ply this 

If the deductions were reasonable under Sec- 
tion 23 (a), they would be allowable under 
23 (p), the newly created Section. 

Deductions allowable under Section 
23 (p) may be briefly summed up as 
follows: 

Under sub-paragraph (A), sub-sec- 
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tion (i), an amount not-in excess of 
5 per cent. of the compensation of the 
employees under the plan is an allow- 
able deduction provided, however, that 
this amount may be reduced if found 
by the Commissioner, on periodical ex- 
aminations of not less than five year 
intervals, to be more than the amount 
reasonably necessary to provide the 
benefits of the plan. 

Under sub-section (ii), any excess of 
sub-section (i) is an allowable deduc- 
tion with respect to all employees if 
past and current service credits are dis- 
tributed as a level amount provided the 
unfunded cost with respect to any three 
individuals does not exceed 50 per cent. 
of the entire cost. 

Under sub-section (iii) in lieu of the 
amounts allowable as deductions under 
(i) and (ii), the normal cost of the plan 
is allowable and if past service bene- 
fits are used in computing the annuity 
credits, then not more than 10 per cent. 
of the cost of the past service benefits 
may be deducted annually. 

Sub-section (iv) covers the payments 
in excess of allowable deductions and 
provides the method for their future 
deductions. 

Sub-paragraph (B) provides for the 
payments toward the purchase of Re- 
tirement Annuity contracts with provi- 
sions for the use of refund premiums, 
if any. 

Sub-paragraph (C) covers contribu- 
tions to a stock-bonus or profit-sharing 
trust and these contributions are limited 
to 15 per cent. of the employees com- 
pensation covered by the Trust. 

Sub-paragraph (F) covers contribu- 
tions for two or more trusts or one or 
more trusts and an annuity plan, the 
total deductions of which shall not ex- 
ceed 25 per cent. of the compensation 
paid. This Law provides, however, that 
if, for example, 30 per cent. is paid the 
first year, only 25 per cent. is deductible 
that year, and if, however, 30 per cent. 
is paid the second year, then 25 per 
cent. of that 30 per cent. is deductible 
in the year in which payment is made 
and the 5 per cent. excess paid in the 
previous year is likewise deductible, 
thereby resulting in a 30 per cent. de- 
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duction annually after the first year. 

This Section also points out that the 
provisions of this Section shall not have 
the effect of reducing the amount other- 
wise deductible under sub-paragraphs 
(A), (B) and (C), if no employee is a 
beneficiary under more than one trust 
or a trust and an annuity plan. 

In considering the foregoing provi- 
sions of the present Law, it must be 
remembered that there are exceptions 
to the Law and in some instances, there 
are exceptions to the exceptions. 

Here is an illustration of an excep- 
tion to the Law. While the Law pro- 
vides that pensions are to be based on 
the compensation paid, the Regulations 
provide that the compensation paid 
shall be base compensation and shall not 
include bonuses, over-time, and other pay- 
ments. 

An illustration of the exception to 
the exceptions is that the contributions 
made for employee stockholders own- 
ing directly or indirectly more than 10 
per cent. of the voting stock of the cor- 
poration shall not exceed 30 per cent. 
of the total contributions. If two or 
more employee stockholder benefici- 
aries each own directly or indirectly 
more than 10 per cent. of the voting 
stock of the corporation, this limitation 
would apply to them as a group. 

For the purpose of determining in- 
direct ownership, stock owned by the 
individual’s spouse and minor lineal 
descendants must be included as well 
as inter-corporate holdings. For the pur- 
pose of computing the basis of this 30 
per cent. limitation, only the annuity 
cost is used. The cost of life insurance 
features is not included. 

Another illustration of an exception 
is Mim. 5717. Briefly, this mimeograph 
provides—in the event of the abandon- 
ment of a plan within ten years after its 
inception, for any reason other than 
business necessity, that the benefits of 
any of the first twenty-five highest paid 
employees whose anticipated pension 
exceeds $1,500 annually shall be re- 
duced, and the corporations contribu- 
tions for these excess benefits allocated 
to others under the plan. 

I believe the foregoing to be a suf- 
ficient discussion of the Law and Regu- 
lations presently in force. 


PENSION PLAN HISTORY 


Let us now consider the history of 
Pension Plans in this country. 

Before 1900, Employee Plans were 
practically non-existent. Between 1900 
and 1930, more than 800 industrial con- 
cerns having over 4 million employees, 
installed various types of Employee 
Plans, including—group life insurance 
protection. While there are no pub- 
lished figures at the present time as to 
the exact number of stock-bonus, pen- 
sion, annuity and profit-sharing plans, 





excluding group life insurance, I am 
reasonably sure that approximately 
7,000 of the plans are now in existence. 

In 1939 Congress interested itself in 
Pension Plans. This interest resulted in 
the Committee of Finance of the United 
States Senate appointing a Sub-Com- 
mittee to be Sid oe by Senator Arthur 
H. Vandenberg to conduct a survey of 
these matters. This survey is by far the 
most exhaustive ,and comprehensive 
study that has ever been made on this 
interesting subject. 

Doubtless this Committee’s report of 
351 pages is well remembered by many 
of you; nevertheless, I believe a review 
of its findings and opinions is in order. 

In considering the Committee’s find- 
ings and recommendations, let us well 
remember that while they continually 
refer to profit-sharing plans, this term 
actually includes both pension plans and 
profit-sharing as we know them. 

The Committee has given us these 
definitions: 

“A pension might be defined as de- 
fered and amortized profit sharing 
* * * evolved to overcome * * * pov- 
erty in old age.” 


Profit-sharing is defined as ‘‘An 
agreement freely entered into, by which 
the employees receive a share, fixed in 
advance, of the profits.” 

In contrast to the Committee’s use 
of the term “profit-sharing,” the pres- 
ent Law defines profit-sharing as Em- 
ployee Trusts and definitely distin- 
guishes the difference between a pension 
plan and a profit-sharing plan. These 
fundamental differences between these 
plans are 


(a) Basis of employer contributions. 
(b) Basis of employee benefits. 


Employer contributions to a profit- 
sharing plan should be a fixed percent- 
age of profits allocated to various em- 
ployees in accordance with a pre-de- 
termined schedule. Because profits do 
vary, this does not and cannot result in 
fixed benefits to an employee. Any at- 
tempt to establish fixed benefits to an 
employee under a profit-sharing plan 
would probably cause the plan to be 
declared a pension plan. 

Employer contributions to a pension 
plan result in fixed benefits for each 
employee. 

The Committee preamble declared: 

“Whereas the maintenance of the 
profit system is essential to the preserva- 
tion of the Competitive capitalistic sys- 
tem under which the United States has 
attained the largest measure of general 
economic welfare enjoyed by any people 
in the world; and 

Whereas the exploration of all avail- 
able means for extending the direct 
benefits of the profit system to the larg- 
est possible number of citizens is highly 
desirable and important.” 
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Let us now spend a few minutes re. 
viewing the Committee’s aims and con. 
clusions. The Committee declared their 
aims to be the study of all plans with a 
special view, 

“(a) to the preparation of an authentic vec. 
ord of experience which may be consulted by 
employers who are interested in voluntarily es. 
tablishing profit-sharing plans; 

“(b) to the consideration of what advisable 
contribution, if any, maybe made to the encour- 
agement of profit-sharing by the Federal Gov- 
ernment, including the grant of compensator) 
tax exemptions and tax rewards when profit 
sharing is voluntarily established ; 

“(c) to the consideration of any other recom- 
mendations which may prove desirable in pur- 
suit of these objectives.” 

We now have compensatory tax ex. 
emptions for employer who have estab- 
lished plans. Whether or not the future 
holds tax rewards when profit-sharing 
is voluntarily established, is beyond my 
ability to guess. 

This Committee literally heard thous- 
ands of witnesses. Some of them were 
employers whose companies had profit- 
sharing plans and some were employers 
whose companies did not have profit. 
sharing plans. Some were employees 
working for companies with profit-shar- 
ing plans and some where employees 
working for companies without proft- 
sharing plans. 

Let us now consider a few of the 
Committee’s observations, comments 
and conclusions and let us remember 
these observations, comments and con- 
clusions were reached after considering 
the testimony of thousands of witnesses. 

The Committee observed that this 
nation had changed from an agricultural 
nation to an industrial nation. They 
pointed out that as long as we were an 
agricultural nation, ‘frontiers’ existed 
and any workman dissatisfied with his 
working conditions merely moved on. 

Doubtless all of you recall Horace 
Greeley’s advice—‘'Go west young 
man. 

With the change from an agricultural 
nation to an industrial nation, the 
frontiers vanished. When the frontiers 
vanished, labor unions were born and 
soon these labor unions became strong. 

The Committee observed: 

“Here arose a new antagonism between 
labor and capital. Capital sought to 
purchase labor at the lowest possible 
price, and labor in self-defense and in 
pursuit of self-preservation, began to 
fight capital in order to obtain the 
highest reward for its contribution to 
industrial production. The tendency of 
both to build up large and powerful 
organizations, each one for its own in- 
terest, developed the conflict of interest 
which has been steadily growing and 
becoming more bitter as limitations of 
frontiers, restrictions of markets, nar- 
rowing of profit margins, increased cost 
of living and other conditions have 
forced each side into what appeared to 
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be a titanic struggle for self-reservation. 
This struggle will continue until both 
sides recognize that there is a common 
ground of compenstation and co-opera- 
tion upon which both can agree and 
unite for common protection and pros- 


perity.”” 
The Committee then stated— 


“The cause of practically all conflicts 
between capital and labor has been the 
‘wage system.’ It always has been and 
always will be the cause of contention 
between employer and employee until 
we create a system whereby profits are 
equitably divided among those who 

roduce them, thereby providing a dif- 
ferential which will eliminate a wage 
scale as the sole basis of worker com- 
pensation. So long as wages are the only 
link connecting the interests of em- 
ployer and employee, just so long will 
conflict continue. Allowing the relation- 
ship to rest upon wages or hourly wage 
rates is likely to perpetuate the con- 
flict—an issue never settled—a succes- 
sion of concessions, truces, temporary 
peace pacts, but always dissatisfaction, 
unrest, and continued ‘collective bar- 
gaining.’ This great truth was stated 
by Ruskin: ‘No amount of pay ever 
made a good soldier, a good teacher, a 
good artist, or a good workingman’.” 


The Committee then pointed out that 
the interests of both capital and labor 
would suffer—‘If wages are too high, 
and hours too short, American indus- 
tries cannot compete—capital lies idle 
or migrates to more attractive fields, 
and labor goes unemployed. If wages 
are too low, labor loses its purchasing 
power, sales of consumer goods fall 
away and business in substantially all 
lines stagnates. In either case, both em- 
ployee and employer suffer unnecessary 
loss.” 

In due recogniation of the depend- 
ency of capital on labor and labor on 
capital, the Committee declared: 


“Capital cannot move a wheel with- 
out labor—nor labor advance beyond 
a mere primitive existence without 
capital. Labor, like capital, is an indis- 
pensable agent in the production of 
goods. Likewise, it is necessary to rec- 
ognize that labor is not entitled, just 
as capital is not entitled, to all of the 
teturns from industry.” 

Who then is to assume the lead in 
bringing about desirable relations be- 
tween capital and labor? 

The Committee’s answer to this ques- 
tion is—‘‘the capitalistic order stands 
challenged. The answer and the defense 
must be made—and soon! The answer 
is in the hands of industry.” 

What is the answer and what is the 
defense ? 

The answer to Committee declared is: 

“If the profit motive—that is, the 
lure of gain, the hope of reward * * * 
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is the heart of the American plan and 
the capitalistic system * * * by what 
logic can we insist that its rewards be 
available to some and not to all—or 
that its incentive power will induce 
greater effort from some men but not 
from all?” 

The defense the Committee declared 
is— 

“The committee finds that profit- 
sharing, in one form or another, has 
been and can be eminently successful, 
when properly established, in creating 
employer-employee relations that make 
for peace, equity, efficiency, and con- 
tentment. We believe it to be essential 
to the ultimate maintenance of the cap- 
italistic system. We have found veri- 
table industrial islands of ‘peace, equity, 
efficiency, and contentment’ and like- 
wise prosperity, dotting an otherwise 
and relatively turbulent industrial map, 
all the way across the continent. This 
fact is too significant of profit-sharing’s 
possibilities to be ignored or depreci- 
ated in our national quest for greater 
stability and greater Deomesaee in in- 
dustry. 

“The profit-sharing theory provides 
a rational method for dividing the fruits 
of industry at the source where wealth 
is created. Each participate is rewarded 
in proportion to his contribution. By 
that device numerous persons are in- 
vested with economic independence and 
come into the possession of that measure 
of material substance which, in turn, 
not only encourage but enables them to 
expand their economic interests, thus 
creating new and added community 
values and providing larger opportuni- 
ties and incentives for others to dupli- 
cate their performance. 

“Profit-sharing with employees is not 
profit-sharing unless a fair and just 
wage is paid before there is a division 
of net profits and, technically speaking, 
the share should be a percentage or sum 
fixed in advance. 

“It would be folly to assert that a 
profit-sharing plan without proper 
management and without absolute sin- 
cerity in administration would produce 
the favorable results which have been 
found to exist in such companies as 
Proctor & Gamble, Eastman Kodak, 
Sears Roebuck, Westinghouse, Joselyn, 
Nunn-Bush, Jewel Tea, and Several 
hundred other companies whose profit- 
sharing plans and experience over a 
long period of years we have carefully 
studied. 

“That it is a very real step in the 
right direction is indicated by the re- 
ports of companies employing a success- 
ful plan as contrasted with the experi- 
ence of business concerns, having no 
profit-sharing plans, which have been 
afhicted by recurring labor disorders.” 

A statistical summary between com- 
panies having no Employee Plans in 
comparison with companies having 
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plans showed for the latter class, a 
substantial decrease in the number of 
major and minor strikes and a material 
decrease in labor turnover together 
with a substantial increase in efficiency 
and loyalty of employees. 

At this point let us ask ourselves if 
these Employee Plans are merely a pass- 
ing fancy soon to be forgotten, or are 
they based on the fundamentals of 
human nature, itself. 

If they are based on a passing fancy, 
forgetting them now would not be too 
soon. If they are based on the funda- 
mentals of human nature, immediate 
adoption is none too soon. Let us, there- 
fore, turn to the Committee for their 
observations. 

“One of the most important and per- 
haps least understood factors in the in- 
dustrial situation of America today is 
the human element. Labor relations and 
labor laws present American employers 
with the most complex problem in our 
history. 

“The lack of personal interest on the 
part of workers, the abnormal costs of 
production, and the spirit of unrest 
which embarrass the industrial world 
today represent the cumulative waste of 
business development and progress— 
the ‘slag’ of success and prosperity.” 

The Committee observes that “Indi- 
vidual responsibility is the cornerstone 
of any sound profit-sharing system.” 

To any company considering these 
plans, let it be remembered in the 
Committee’s opinion, “there is no 
standard profit-sharing formula which 
can be uniformly applied to all Ameri- 
can industry and commerce, although 
there are a few general principles which 
are rather constant in all successful 
profit-sharing systems. 

“There is a scientific wage or a flexi- 
ble basis of compensation which would 
lend itself to adjustment and work for 
the common good of both workers and 
employers. When employer and worker 
learn that their interests are mutual, 
and that they are partners, that what 
injures one injures both, they will be- 
gin a careful study of this scientific or 
differential wage formula. 

“Our industrial wage system requires 
flexibility. This can only be accom- 
plished by basing the worker’s com- 
pensation upon values produced. The 
worker’s income should be related auto- 
matically to the rise and fall of the 
price structure. If this is done, a proper 
balance will thus be established and 
maintained. 

“Blend the wage scale with a profit- 
sharing differential and the same hu- 
man being who was previously con- 
centrating his attention on _ higher 
wages, will discard the combative spirit 
and move in a co-operative direction. 
With a share in the profits added to his 
wage rate, he becomes co-operative on 
the whole question of compensation. 
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This means removing the contentious- 

ness of the wage rate by blending it 

with the ‘mutualized interest’ and ‘in- 
stinctive co-operation’ generated by 
profit-sharing.” 

In conclusion, the Committee de- 
clared, “The profit-sharing ideal, as an 
ideal, is invincible. The hearings and 
analysis present indisputable evidence 
to sustain this contention.” 

The Committee recommended the fol- 
lowing: 

1. “Provision for the creation of an estate or re- 
tirement fund for the protection of old age, 
in other words—pensions. 

2. “A plan which will remove the rigidity of 
flat and fixed wage scales, thereby providing 
flexibility to production costs and inserting a 
‘differential’ in the compensation relation- 
ship between labor and capital, in other 
words—profit-sharing.”’ 

Let us now hear from three employ- 
ers who have, and have had for some 
time, pension plans. While the Com- 
mittee’s report contains more than one 
hundred similar comments, I have se- 
lected three which I believe express a 
cross section of employer views. 

I now give you testimony of Mr. 
M. L. Joslyn, President of the Joselyn 
Manufacturing & Supply Company re- 
garding their ‘Savings and Retirement 
Fund Profit-Sharing Plan.” 

“I believed that no business deal was 
of permanent value unless it involved 
a profit, not only to me and to my in- 
terests, but to all parties concerned and 
a profit equitably shared. I found this 
prospect of sharing brought out un- 
known values in my associates and 
proved a powerful incentive to their 
utmost development. People told me 
that I was uncommonly lucky, that I 
had a rabbit’s foot. I did! My rabbit’s 
foot was profit-sharing. 

“A corporation has three distinct in- 
terests—owenership, management, and 
labor—each of those interests is essen- 
tially selfish. There is just one way to 
weld them together in a common cause, 
by devising a plan which secures better 
results to all those interests at the same 
time and making that plan so simple 
that it will work in spite of prejudices 
and faults common to most men. Tak- 
ing away from one interest and giving 
to another is never going to bring that 
about. We think our plan recognizes 
all those truths and many similar ones. 
That is why it works and pays.” 

Mr. James F. Lincoln, President of 
the Lincoln Electric Company, in a 
booklet entitled ‘Intelligent Selfish- 
ness,” credits their Employee Plan with 
the following results: 

(a) “Lincoln workers, at least in the factory, 
are the highest paid employees in industry any- 
where in the world. | 

(b) “Lincoln workers produce more per hour 
than any organization making a comparable 
product in the world. 

(c) “Lincoln selling prices are less than those 
of any company making a comparable product. 
Obviously, companies making specifically com- 


| 


peting products must sell at the same price if 
they are tu yemain competitors. 

(d) “Lintoln stockholders have never missed 
a dividend since the first payment was made in 
1918. 

(e) The \Lincoln Electric Company does ap- 
proimately \balf of the total arc welding busi- 
ness of the United States and more than a quarter 
of all the arc welding business in the world. 

(f) “Practically speaking there is no labor 
turnover. 

(g) “There is no labor union.” 


The Benefits provided for by the 
Lincoln Electric Plan are—life insur- 
ance equivalent to a year’s wages—a 
pension plan to provide retirement 
benefits any a trust fund for the work- 
ers. It is interesting to note that a 
bonus plan which this Company 
adopted, was discontinued * because it 
was found 'that bonuses were not satis- 
factory. 

Mr. Friedlander, President of the 
Jewel Tea Company, testifying in be- 
half of their plan said: 

“In 1919 our company lost $1,847,- 
000 on sales of 1614 millions. The fol- 
lowing year it lost $2,180,000 on sales 
of 1714 millions. That was in 1920. In 
1924 our directors adopted a profit- 
sharing plan, which is still in effect, and 
the second year after that adoption the 
company earned a profit of $1,250,000 
on sales of only 1414 millions. In other 
words, it converted a loss of $2,180,000 
on sales of 1714 millions to a profit of 
a million and a quarter on sales of 141 
millions. 

“The Company has continued on that 
road and has earned a profit every year 
since without exception and the profit 
since 1926 has exceeded a million dol- 
lars in every year but one, which was 
1933, and which was just under a mil- 
lion. 

“All of the investments we have 
made in employee benefits and in em- 
ployee partnerships have paid their 
own way and have been a good invest- 
ment.” 

For me to add any comments to the 
foregoing testimonies, would, in my 
opinion, be “painting the lily.” 

Hundreds of employees likewise ex- 
pressed their opinions to the Commit- 
tee. Let us now hear from three of 
them. 

A photo finisher said—‘Profit shar- 
ing is the best investment that the em- 
ployer can make. It removes worries of 
the employee and gives him a greater 
personal interest in the Company. There 
will be no labor trouble in a company 
like ours.” 

A furnace operator said—"“I approve 
of and appreciate profit-sharing very 
much. Employees are more careful of 
material and equipment because they 
have the feeling that they are working 
for their own benefit. I have worked 
for this company 10 years and I enoy 
privileges and consideration I never re- 
ceived from any other company. Our 
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profit-sharing plan certainly creates a 

better feeling among employees.” 

A clerk sajd—"Profit sharing makes 
one feel like management itself. With- 
out it a job is only a job. I have yet to 
see any person working in profit-sharing 
industry that is not careful of material 
and equipment because this keeps up 
profits and dividends.” 

Now for a word of caution. 

Plans have been discontinued in the 
past and doubtless plans will be dis- 
continued in the future. Where plans 
are discontinued for valid reasons, I be- 
lieve little or no ill-feeling will result. 

Where plans have been discontinued 
for some or all of the following rea- 
sons, namely 1. “Total absence of fea- 
tures which established any partner- 
in-interest relation, 2. "Unset deans 
which failed to differentiate the shar- 
ing from wages—hence intensified the 
wage conflict, 3. “Plans designed for 
ulterior purposes and without honest 
objective, 4. “Installed arbitrarily with- 
out consultation or educational effort 
to create understanding and apprecia- 
tion by the worker’”—I believe it better 
that plans created for any of these rea- 
sons had never been established. 

As an antidote, let me present these 
two thoughts. Plans which produce the 
best results for the employer and the 
employee alike must be 
(a) Planned with the greatest of care. They 

cannot be indifferently arrived at. 

(b) Presented to your employees with a human 
touch. They cannot be tossed to your em- 
ployees in the same manner you would 
toss a bone to a stray dog. 

Doubtless many of you, if not all of 
you, are wondering why I have placed 
so much emphasis on the Report of the 
Committee of Finance of the United 
States Senate and have limited the testi- 
mony of employers and employees to 
those whose plans were estabished many 
years ago. 

I have emphasized this Report be- 
cause it outlines the fundamentals which 
must be embodied in every plan de- 
stined for success, and I have limited the 
testimony of the individuals to those 
established plans which are based on 
these same fundamental principles. 
While I have no first hand knowledge, 
I strongly suspect that some of the 
more recent plans were adopted pri- 
marily because of tax reasons. I believe 
it reasonable to assume that plans 
adopted primarily for tax reasons are 
likely to be deficient in the funda- 
mentals necessary for a plan to succeed. 

In conclusion, let us briefly summar- 
ize a few of the benefits of pension 
and profit-sharing plans as they affect 
the interests of the employer and em- 
ployee. 

Such plans will 
rela reduce conflict between capital and 
labor, 


Materially reduce labor turnover, 
(Please turn to page 578) 
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Immediate reconversion problems of 
controllers in the Southern California area 
were discussed at a meeting of the Los 
Angeles Control of the Controllers Inst- 
tue of America, on September 20, 1945. 
The program for this meeting consisted 
of a closed forum at which members of 
the Control discussed pressing reconver- 
sion problems. In introducing the discus- 
sion, Mr. Roger Leason, secretary and 
treasurer of Emsco Derrick and Equip- 
ment Company, who is a director of the 
Control, referred to the original purpose 
of the Control, namely, to furnish an op- 
portunity for controllers to discuss their 
mutual problems among themselves. The 
following digest of the discussion was 
prepared for “The Controller” by Mr. 
R. E. Ecke, vice-president, Farmers Auto- 
mobile Inter-Insurance Exchange, who is 
vice-president of the Los Angeles Con- 
trol. 

The controller of a large aircraft manu- 
facturing company led off by discussing 
some of the problems of that industry. 
He mentioned the unsettled state of air- 
craft design and construction brought 
about by such things as radar, the atomic 
bomb, the pilotless plane, and the like. 
The military is still undecided as to what 
equipment military tactics of the immedi- 
ate future will require and this makes it 
dificult for his company to determine 
either the volume or design of its produc- 
tion. 

He also referred to the tremendous so- 
cial problem introduced by the reduction 
in the number of employees which, in 
their case now represents more than 80 
per cent. from the peak employment of 
war-time. This also presents the problem 
of how to provide immediate payment, 
for the large numbers laid off, as required 
by California law. 

The indecision of Government in 
straightening out many of its war-time 
controls, the problem of acceleration of 
depreciation on war-time facilities and the 
disposition of war-time tooling and mate- 
tials all add to the confusion and uncer- 
tainty of the transition to peace-time com- 
mercial production. 

The chairman next recognized the con- 
troller of a smaller aircraft parts company 
whose problems appeared to be concern 
over inventory losses in the disposition of 
its war-time inventory. Part of its pro- 
duction, although enjoying a peacetime 
demand, will probably be. unsalable, be- 
cause of the limitations of war-time mate- 
tials and workmanship, at anything like 
Present prices. 


Immediate Reconversion Problems 


of Controllers 


The company also engages in the de- 
sign, manufacture and development of 
specialized equipment for aircraft. There 
will be a continuing demand from com- 
mercial aircraft manufacturers for re-de- 
signed existing products, but the prob- 
lem of how to price them in view of the 
many uncertainties of volume, material 
and labor costs on transition from Gov- 
ernment work is one of their principal 
difficulties. 

The contract termination problem as it 
relates to property disposal is also one of 
their chief uncertainties. Whereas a year 
ago it appeared that property disposal 
would be no problem, a mass of regula- 
tions has made the situation chaotic with 
no promise of early solution. 


DEPARTMENT STORES 


The controller of a large department 
store stated that compared to certain other 
industries the department store has no 
real reconversion problems. Their difh- 
culties are those of accumulated replace- 
ment and repair inasmuch as during the 
war period they were limited to an ex- 
penditure of $200 per building per year. 
They have, however, been acquiring 
leases, property and drawing plans to go 
ahead with construction as rapidily as pos- 
sible. They feel it is their responsibility 
to get this under way to make jobs dur- 
ing the transition period and additional 
jobs in the retail store industry thereafter. 

To support the expected population in- 
crease in this area many thousands of 
people must go into the service industries, 
and yet they are finding one of their 
principal difficulties is inability to secure 
new employees at the wage scales prevail- 
ing in their industry. Although there are 
many thousands of unemployed in this 
area they are not willing to take jobs at 
lower pay than they have been earning on, 
war projects. 

The speaker was also very cognizant of 
an inventory problem since their present 
inventory consists of materials and de- 
signs forced upon them by Government 
restrictions but which may not be salable 
after the war. He referred particulalry to 
shirts without tails, rayon stockings and 
the abbreviated design of items like ladies 
robes and negligees. 

Although he shares the hope that credit 
restrictions will soon be removed so they 
can develop their charge accounts, this 
will, in turn, add an additional problem 
of collection and ‘the need of additional 
working capital for financing. The 
speaker concluded by stating that his 
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principal activity at present is concern 
with refinancing for expansion of their 
equipment and facilities for post-war 
needs. 

The next speaker, a controller of a 
transportation system, stated that the 
problems of his industry since V-J Day 
were about the same as they were before, 
namely inability to secure employees. Ex- 
war-workers do not want jobs in the 
transportation industry. 

His company plans to modernize its 
transportation service by conversion of 
many rail to coach lines which creates the 
problem of securing additional equipment 
as well as additional manpower. 

There is also a political factor involved 
in these reconversion plans since ap- 
proval of municipal authorities is re- 
quired for such conversion. 

The speaker expressed surprise that the 
loss in gross revenue since the discontinu- 
ance of gas rationing had been less than 
5 per cent. which was about one third of 
the anticipated loss from this source. He 
attributed this to the fact that although 
many thousands of people are leaving 
Southern California other thousands are 
coming into this area so that the popula- 
tion has remained relatively stable despite 
the end of the war. 


40-HourR WEEK 


A great deal of enlivened discussion 
centered about the return to the 40-hour 
workweek. A pole of those present 
showed that a majority of the companies 
represented had already returned to the 
40-hour week, but that a few have not. 
Those who have not expressed the fol- 
lowing reasons: 

A banker stated that they have a num- 
ber of bank locations where operating 
conditions do not permit them to operate 
on a short week. Since the employees of 
those banks would continue to enjoy over- 
time pay, they felt that out of fairness to 
other employees they should continue on 
their extended workweek. 

Department stores in Southern Cali- 
fornia generally operate on a 46-hour 
week. However, sales people are on a 40- 
hour workweek basis, the same as they 
have been all during the war. Upon be- 
ing asked whether department stores con- 
templated closing on Saturdays, it was 
explained that it was the custom during 
July and August for eastern department 
stores to Open One or two nights a week 
and close on Saturdays. Since it is not the 
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The War Veteran is not a problem! He 
has problems of his own, but is not and 
does not want to be considered a problem 
to others. What he wants is help in the 
solution of his problems. He is a chal- 
lenge—a challenge to the best personnel 
and executive skill at our command. 

A veteran is an individual whose nor- 
mal course of life was suddenly thrown 
out of gear for two, three, or four years. 
Along with his, the lives of relatives and 
friends were likewise thrown off course. 
He has been and is concerned about others 
as well as himself. 

When you see, therefore, that deep, 
thoughtful, far-away look in his eyes, 
when you notice that he isn’t always quick 
in his responses, that he is hesitant or re- 
served in his speech, that he is a bit in- 
decisive—do not jump at conclusions. He 
is not neurotic “something” has not hap- 
pened to him. He has just matured about 
ten years in three or four. He is faced 
with situations that normally would not 
face a man until much later in life. 

And let’s get the record straight on one 
important question. We owe him some- 
thing, even though he does not claim that 
we do. We owe him more than gratitude. 
We owe him action on our part to help him 
make up for lost time. Despite the mi- 
raculous job we did on the home front, 
there was no sacrifice by anyone that is 
equal to that of the man who gave up his 
freedom and went to foreign lands with- 
out regard to life, limb, or property. 

This presentation will not deal with 
the legal or other ‘‘rights’ of the veteran. 
It will not discuss the “G-I Bill of 
Rights,” the Selective Service and Train- 
ing Act, seniority rights, technical benefits 
and the like. It will not satisfy the curious 
as to what we “have” to do for the vet- 
eran. It will deal with much broader as- 
pects—philosophies and principles, which, 
if applied, will put our actions beyond 
mere legal technicalities. 


WHAT Is THE VETERAN ? 


The veteran is a human being. He is 
an individual. He is a person. He wants 
to be treated like one. Who doesn’t? He 
wants to be dealt with on a frank, open 
and above-board basis. He does not want 
to be exploited by politicians, bosses or 
labor organizers. 

He wants to be given a job to do, to 
be trained in how to do it, ably super- 
vised in the doing of it, and fairly re- 
warded for a job well done. He wants to 
have the kind of a job for which he is 
suited, to be advanced in accordance with 
his capabilities, to have his grievances 
handled fairly and quickly, and to feel 
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that he is an important part of the organi- 
zation in which he is working. Who 
doesn’t ? 

So you see, he is not much different 
from other human beings. Yes, his ex- 
periences and background are different, 
but these are taken into consideration 
in determining the kind of a job he 
should be placed in. 


Is MANAGEMENT PREPARED ? 


The first question is not: “What should 
we do for the Veteran?” It is: “Are we 
prepared to do anything for the vet- 
eran?” 

Are we able to help not just the vet- 
eran, but any human being in his or her 
work situation ? Do we care about the hu- 
man resources in our organization ? Do we 
appreciate the importance of the human 
element and give it an appropriate place 
in our deliberations and day-to-day activi- 
ties ? 

Do we have a progressive, effective per- 
sonnel program that molds human te- 
sources into dynamic, smoothly operating, 
productive organizations? Do we have 
sound personnel and labor relations poll- 
cies to back it up? If we have not, then 
we will have trouble handling the veteran. 
But do not misname it as a veteran prob- 
lem because it is a management problem. 


APPRECIATION OF THE HUMAN 
ELEMENT 


If there is any good that has come out 
of this war, and I believe there is, one of 
the most important developments of value 
is this: a greatly increased number of 
people in positions of responsibility have 
come to realize the nature and importance 
of human beings. 

Some have learned quickly and some 
have learned the hard way that people 
gannot be reduced to formula behavior 
like atoms, molecules, and crystals. People 
have minds of their own. 

Consider, if you will, the number of 
people, the amount of talent, and the tre- 
mendous time and money put into the re- 
search and development of the atomic 
bomb. When the switch was thrown in 
New Mexico, the scientists had a pretty 
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good idea of what was going to happen. 

Suppose that, instead of an atomic 
bomb, there was a human being sitting 
on top of that steel tower which was used 
in this history-making experiment. Sup- 
pose the same amount of money and time 
and the same caliber of people had con- 
ducted research and development work 
as to what the human being would do 
when the switch was thrown. At the 
proper time the switch is thrown; and 
then what happens? It is quite possible 
that the human being would simply sit 
there with his arms folded and say, “I 
won't!” that would be the end of it. In 
other words, the mind, heart, and soul of 
the individual are all-powerful over any 
research or attempt to reduce his actions 
to formula behavior. 

A tremendous appreciation has devel- 
oped that the human resources in an 
organization must receive the same careful 
attention as the physical resources. Before 
our shortness of memory Causes us to for- 
get, just recall some of the prominent 
reasons given for difficulties in meeting 
production schedules in time of war. The 
halls of Congress, the columns of news- 
paper commentators, the radio, and the 
smokers rang with the cry of “‘absentee- 
ism,” “underutilization.” This was just 
evidence of the fact that an appreciation 
was growing throughout the country that 
the greatest factor in getting out war pro- 
duction was the human element. - 

It was my privilege to serve for 
eighteen months as a member of the Pro- 
duction Executive Committee. That was 
the all-powerful committee which gov- 
erned production schedules, ruled on pro- 
duction priorities, and broke production 
bottlenecks. You will recall that that 
committee was chairmanned by Charles 
Wilson, Executive Vice Chairman of the 
War Production Board. The Army, the 
Navy, the Maritime Commission, Air- 
craft Procurement Agencies, The War 
Production Board, and the War Man- 
power Commission were represented by 
responsible officials. The one subject that 
occupied our time more than any others 
was the kind of personnel programs and 
labor relations existing in various in- 
dustries and companies. 

Time and again that committee called 








THE VETERAN IS NOT A PROBLEM! 
It is worth emphasizing that fact, just as Mr. Appley has done in the opening 
and again in the closing paragraphs of this paper, which he presented before 


the October 11 meeting of the New York City Control. Mr. Appley is vice presi- 
dent and director of Vick Chemical Company, New York. 
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before it the presidents of large corpora- 
tions for the purpose of examining their 
personnel practices. Many of these execu- 
tives were justly criticized and advised to 
correct their personnel practices or lose 
their contracts. Others were properly com- 
mended for their progressive personnel 
programs and were given more work to 
do. 

Though many ‘believed otherwise to the 
bitter end, it was discovered during this 
war that the American people would pro- 
duce more on a voluntary basis than they 
would under compulsory conscription of 
labor. A National Service Act was pro- 
posed on numerous occasions and at two 
specific times by the President of the 
United States. Each ‘time it was defeated. 
American management ,and labor moved 
ahead under a voluntary system to bring 
about the greatest miracle in the produc- 
tion history of the world. No other coun- 
try was able to do it. Other countries 
endeavored to compel people to break 
production records. We .asked our people 
to submit themselves to certain controls 
and to do the job “the American way.” 
They did it just that way. Only time will 
bring about an appreciation of the colossal 
accomplishment and a recognition of the 
value of a complete understanding of the 
human element in its accomplishments. 

The greatest secret or, I should say, 
contributing factor to this success was the 
development of management-labor col- 
laboration at the local and national levels. 
Responsible representatives of manage- 
ment and labor in every community of 
the land served together on committees 
toward the common end of burying their 
differences and grievances and of doing 
the job that they were jointly capable of 
doing in time of war. Time does not per- 
mit elaboration by me of the amazing ex- 
periences and history of the National 
Management-Labor Committee of the 
War Manpower Commission. Some day 
that story will be told, and it will be 
labeled as one of the greatest accomplish- 
ments of the war period. 


A PERSONNEL PROGRAM 


How can we help the veteran in a post- 
war world? By having, or instituting, an 
effective personnel program that will help 
all human beings in a pre-war or wartime 
world. There is little difference in the 
kind of a program needed. Only the tech- 
nique, the speed, and the degree of appli- 
cation vary. 

Let us consider a few of the major 
items that constitute an effective person- 
nel program. In the first place, intelligent 
placement machinery is required: place- 
ment activities that can study an individ- 
ual, evaluate his background, judge his 
capability, and put him in a job in which 
his particular qualifications make it pos- 
sible for him to produce, and out of 
which he can get considerable satisfaction. 
This applies to the veterans and to all 
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ather prospective employees of an organi- 
zation. 

Orientation to the company, the job, 
and the work situation is essential. This 
requires a carefully worked out program. 
It requires understanding of the individ- 
ual and patience in adjusting that individ- 
ual to his new job and associates. This is 
essential for the veterans and for all em- 
ployees. 

Practical and scientific wage and salary 
administration programs are an absolute 
essentiality. After the experiences of the 
war in working with the regulations’ of 
the War Labor Board and of the Treasury 
Department, any company that continues 
to operate without a well-established job 
evaluation and salary and wage classifica- 
tion system lacks some of the basic requi- 
sites of common sense and intelligence. 
Only recently Colonel MacDermott, Di- 
rector of Selective Service of New York 
City, roundly criticized some manage- 
ments for the salaries and wages which 
they are now offering veterans. Let us take 
the cue and set up a program which is 
essential for both veterans and other em- 
ployees. 

The war has made this country more 
training-conscious than at any time in its 
history. A carefully worked-out and super- 
vised training program for workers, fore- 
men and supervisors, and executives is a 
basic part of any effective personnel pro- 
gram. The veteran in a postwar world 
will want and need training—so do other 
employees. 

We are still a productive nation trying 
to apply the democratic principles in 
which we believe. One of these principles 
requires recognition of the fact that an 
individual should be rewarded in accord- 
ance with his own productiveness. In- 
centive plans are still an inherent part of 
the private enterprise system. We must 
have plans that will recognize differences 
in merit. A veteran wants to be rewarded 
in accordance with his contributions—so 
do other employees. 

And so I could go on with references 
to and elaboration of activities such as: 
transfer and promotion, pension plans, 
vacations, sick leaves, health and safety, 
counseling, research, personnel evaluation, 
and labor relations. All of these are neces- 
sary to assisting the veteran in a post-war 
world. All of them have been and always 
will be necessary in assisting any employee 
during his working relationships with the 
organization that is his employer. 

Why should there be any question or 
argument as to the accumulative service 
records of a veteran while he has been 
away in the Armed Forces? If he was in 
a pension plan before he left his job, he 
should be immediately reinstated, and the 
time he was away should be considered as 
time served for the company under the 
pension plan. That goes for vacation 
plans, sick leaves, and all other types of 
employee benefits. 
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Very careful and intelligent estimate 
must be made as to the work progress and 
the income advance that would have been 
enjoyed by the veteran if he had remained 
in the same company during the time he 
was serving in the Armed Forces. The 
training and experience that he has had 
while away must be interpreted as closely 
as possible into terms of experience of 
company or job value. Re-employing a 
veteran at his same job or pay which he 
had when he left should be a course of 
last resort. 


PERSONNEL ADMINISTRATORS AND 
DEPARTMENTS 


The job of developing and administer- 
ing a personnel program such as I have 
just outlined is no kid’s job. It is no job 
for an executive who has been unsuccess- 
ful at other company activities. It is no 
job for a “quack.” This kind of a pro- 


. gram at this time requires a well-trained, 


capable, and experienced personnel ex- 
ecutive, and his position should be given 
equal status with that of major activities 
of the business. This is particularly es- 
sential in view of the job ahead of us of 
bringing back into the working force 
some twelve million men who have been 
in service. 

This personnel administrator should be 
augmented by a competently organized 
and manned personnel department. The 
number of specialists in and the size of 
such a department will vary, of course, 
with the size of the organization involved. 
The more carefully such a department is 
organized and the more capably it oper- 
ates, the better the position a company 
will be in to help the returning veterans 
and to assist other employees in the or- 
ganization. 

Such a personnel administrator should 
be a staff executive, and such a personnel 
department should be a staff department. 


Two Major CAUTIONS 


There have been at least two major 
developments of the war in the field of 
human relations which are natural out- 
growths of pressure and emergency. We 
should recognize them, be conscious of 
them, and direct our efforts toward their 
correction. 

One of these developments has been 
the tendency to centralize responsibility 
in personnel departments. Too much au- 
thority has been given to personnel ex- 
ecutives. A basic fundamental of good 
personnel administration is that the re- 
sponsibility for personnel must be placed 
directly upon the shoulders of the line ex- 
ecutives, supervisors, and foremen. They 
are the operators. They are the people 
who have to get the work done. They 
must, therefore, be responsible for the 
human element under their direction. 

When a personnel department takes 
over the responsibility and authority of 
the line in relation to personnel, a very 
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unhealthy situation results. We must, 
therefore, do everything possible to get 
personnel activities back on a staff basis 
—a service basis. It is the clear function 
of personnel executives and departments 
to help the line carry out its responsibili- 
ties for personnel. The responsibility for 
helping the veteran in a postwar world 
is the responsibility of the line operator. 
The personnel department and the per- 
sonnel executives have the responsibility 
of helping the line officers to do that job. 
The next interesting development is 
one for which no one is responsible but 
presents us with a definite caution. Be- 
cause of the rapid and tremendous expan- 
sion of working organizations and because 
the Armed Forces dipped so heavily into 
our executive and supervisory ranks, the 
an of supervision and foremanship 
eclined. Nothing will kill an organiza- 
tion quicker; nothing will give us more 
labor trouble; nothing will interfere more 
with the program for veterans than poo 
quality supervision. 
It is, therefore, urged that you give very 
careful attention to the selection and con- 
tinued training of supervision, particularly 
first-line supervision. The very heart of 
good human relations in industry is the 
relationship between the worker and his 


immediate superior. If the returning vet- 
eran is fortunate enough to find himself 
working under a capable supervisor, a 
large percentage of his problems will be 
solved. 

A summary of this presentation might 
be as follows: The veteran is not a prob- 
lem. He has problems. He wants help. 
This presents the greatest challenge to 
operating and personnel executives with 
which they have ever been faced. The an- 
swer to this challenge is a carefully 
worked out and effectively operated hu- 
man relations program for all workers. 

Quit worrying about legal rights and 
obligations. Quit worrying about the pe- 
culiarities of the situation. Take the 
veteran in your stride and he will take the 
post-war world in his stride. 

Many companies, professional and 
trade organizations are to be commended 
for the splendid work they are doing, and 
for the programs they have set up to help 
the returning veteran. The list is too long 
to mention them by name. The major plea 
that I have here is that while setting up 
such programs and while considering the 
necessity for such assistance to the veteran, 
we all give careful attention to our*-human 
relations program for all workers in our 
organization. 


Easy Money, Low Interest Rates 
Forecast in Early Postwar Years 


Easy money and low rates of interest in the 
early postwar period were predicted by P. F. 
Gray, vice president of the Irving Trust Com- 
pany in a talk on April 12 before the New York 
City Control of the Controllers Institute. 

“Various prominent spokesmen for the Gov- 
ernment,” said Mr. Gray, “closely identified 
with its banking and fiscal policies, have re- 
peatedly indicated in public statements during 
recent years that they intend to follow policies 
which will maintain interest rates at relatively 
low levels. The devices at the command of the 
Government in this respect are very powerful 
indeed and without attempting to outline them 
in detail, it is sufficient to mention only one 
or two of the principal ones such as the power 
to reduce member bank reserve requirements 
and the power to increase the expansibility of 
bank credit through Federal Reserve open- 
market operations. 

“The interest rate structure is stratified upon 
a basis of credit risk and, although the rela- 
tionships between various types of credit are 
by no means rigid, nevertheless it is true that 
in the long run the rates on different grades of 
paper tend to move in the same direction, other 
conditions remaining unchanged. Consequently 
there is good basis for the belief that the 
maintenance of relatively low open-market 
rates of interest, as exemplified by yields of 
U. S. Government obligations, will find reflec- 
tion in comparatively low rates on bank loans 
to customers of good credit standing.” 

Speaking of the availability of bank funds 
for loans in immediate postwar period, Mr. 
Gray said, “although many factors have a 
bearing upon the reserve position of the banks, 
our monetary and banking authorities during 
recent years have so governed their operations 
as to maintain the reserve balance of the 
banks well above their legal requirements so 





that they in turn could freely accommodate all 
legitimate demands for credit. 

“For some time past the reserves of the 
banking system have been held at a level aver- 
aging around 1 billion dollars in excess of their 
legal requirements. Considering the banking 
system as a whole, these excess reserves could 
support an increase in loans approximating 6 
to 7 million dollars, which is more than half 
as great as the total loans now held by all 
the weekly reporting member banks in 101 
cities and approximately 25% of the total 
loans of the entire banking system. 

“More important still is the fact that our 
monetary and banking authorities have it 
within their power to add tremendous amounts 
to the ‘free’ reserves of the banking system 
and that they are committed to an easy money 
policy. From the bankers point of view there 
is less reason to be concerned about the avail- 
ability of funds to meet probable loan demands 
than there is about the problem of finding suitable 
loan outlets to keep available funds employed.” 

The speaker predicted that a huge potential 
buying power will be released when consumer 
goods are again produced, basing his opinion 
on the results of a survey of the Federal Re- 
serve system made late in 1944. “Distribution 
of the war time growth in liquid assets, by 
which is meant currency, demand and time de- 
posits and U. S. Gevernment securities,” he 
said, “reflects both the character and incidence 
of war expenditures as well as other uses made 
of these funds by their recipients. There were 
no accurate figures as to the ownership of 
liquid assets, but rough estimates were derived 
from available data. These estimates indicate 
that at the end of 1944 individuals would hold 
125 billion dollars of liquid assets. During the 
last three years the expansion of such holdings 
amounted to 65 billion dollars or 110%. These 


holdings are readily available for future use 
and their use will have an important bearing 
on the course of production, employment and 
income.” 


Dismissal Pay in Union Contracts 


Discussing dismissal pay in union contracts, 
the “New York Journal of Commerce’’ re- 
cently pointed out, in an editorial, that dis- 
missal pay provisions are being sought in some 
negotiations of new labor contracts. Such 
plans are now in effect in the railroad and 
telegraph industries, and have been adopted in 
special cases elsewhere, as in the dispute be- 
tween milk wagon drivers and their employ- 
ers in New York City in 1943. 

The Industrial Relations Division of the Bu- 
reau of Labor Statistics, the editorial continued, 
has examined 9,500 union agreements to de- 
termine how far dismissal pay provisions are 
included in such contracts. Only about 450 of 
these agreements, or little more than 5 per 
cent. of the total, cantained such a plan. These 
plans covered approximately 135,000 workers. 

About two-thirds of all the agreements con- 
taining dismissal pay provisions are in the 
newspaper publishing industry. Others are ap- 
plicable in large part to clerical and technical 
workers, with scattered examples in the elec- 
trical machinery, petroleum, radio, textile and 
chemical industries. 

Dismissal pay plans have a different ob- 
jective from unemployment compensation. The 
latter seeks to relieve an employee from hard- 
ship after he has lost a job and is engaged in 
looking for another. Dismissal compensation 
provides a lump sum payment for the perma- 
nent loss of seniority, vacation, pension, re- 
tirement or other benefits that attach to a job. 
That is why dismissal compensation is payable 
as a rule only if a job is lost because of cir- 
cumstances over which an employee has no 
control. The “Washington agreement” between 
the railroad unions and companies, for exam- 
ple, provides dismissal pay only for employees 
who lose their jobs because of a merger or 
other joint operation of two or more railroad 
properties. In other cases, dismissal pay is 
provided only for employees displaced by tech- 
nological improvements. 

Dismissal compensation clearly is not a 
usual provision in a union agreement, outside 
of two or three industries. Such a provision 
is the exception rather than the rule. Where 
a severance pay plan is in operation, it is 
frequently limited to the loss of a job because 
of particular factors, such as mergers and tech- 
nological changes. 

Unemployment insurance, rather than lump- 
sum dismissal pay, is the established method 
of protecting employees in this country from 
hardship due to the loss of their jobs. 


Johns-Manville Wins Vet Prize 


Johns-Manville Corporation was named win- 
ner of a $1000 Victory Bond in a national 
contest for ‘The best company plans for hand- 
ling returning servicemen’’ sponsored by “For- 
bes” magazine. Training the management per- 
sonnel, according to the announcement, was 
the keynote of the Johns-Manville program. 
Other winners named were: The Texas Com- 
pany, Allis Chalmers Manufacturing, Caterpil- 
lar Tractor, Standard Oil (New Jersey), West- 
inghouse Electric, Lance, Inc., and American 
Rolling Mill. Honorable mentions were awarded 
Firestone Tire and Rubber, Jack & Heintz, In- 
ternational Business Machines, P. R. Mallory & 
Company, Philadelphia Electric, Radio Cor- 
poration of America, and Western Auto Sup- 
ply Company. 

* 

If we are to sell the world on the virtues of 
a republic in a democracy then we must make 
certain that our government functions as 4 
republic in a democracy—Alexander Wiley, 
U. S. Senator from Wisconsin. 
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About a year ago, I urged upon you 
controllers the performance of certain 
duties in informing your managements 
and the American public of the social re- 
sults of doing business in the American 
way, the contributions of American busi- 
ness toward a higher standard of living 
and a higher public purchasing power. 
(“Top Managements’ View of the Con- 
troller’ in the December 1944 issue of 
THE CONTROLLER.) 

Here I propose to describe the threat 
to the American system of free enterprise 
which I believe exists in the drive for 
“Central Planning,’—the conscious direc- 
tion of economic activities by the state. I 
propose to describe the effect of this 
threat upon things more important even 
than our business system—the effect upon 
liberty. 

I do not pretend that anything I will 
say is original or new but, just as it is good 
to occasionally re-read the Declaration of 
Independence and the Bill of Rights of 
the Constitution, it is good to occasionally 
review the fundamentals upon which 
American progress toward a higher stand- 
atd of living has been based and which 
are now threatened by the same old con- 
flict which has existed throughout the ages 
between individualism and statism. 

This conflict is the most persistent in 
the history of the world. It has always ex- 
isted, but it has only been in the last two 
hundred years that the rights of the in- 
dividual have triumphed over the rights 
of the state and in that period this has 
been true only in restricted areas of the 
world. 

The outstanding example of individual 
freedom, triumphant over state control, 
has been the United States where our in- 
stitutions have been based upon the glori- 
fication of the individual man and the 
firm establishment of certain inalienable 
tights which can not be taken away from 
him; the rights to religious fredom, free- 
dom of speech, equality under the law, 
the right to be secure in the ownership of 
property—all of the rights guaranteed to 
each individual by the Constitution. Un- 
der this system, the individual man was 
free to try anything he wished—-secure in 
the knowledge that he would not be perse- 
cuted or prosecuted so long as his actions 
did not harm others. It was this personal 
freedom to try anything that has resulted 
in the growth of science and the improve- 
ments in the lot of the common man. 

_ This system of personal freedom of ac- 
tion has not resulted in Heaven-on-Earth. 
The development of science and mass 
production has resulted in specialized em- 
ployment under which large groups of 
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people are employed by smaller groups of 
people. It would be silly to claim that 
this relationship of employer and em- 
ployee has always been a happy one. Em- 
ployers have been guilty of cruel treat- 
ment, coercion, and, in many cases, have 
recognized no responsibility towards their 
employees except to get as much work out 
of them as possible. 

It is also true that individuals, striving 
for personal success, have caused great 
wastes of human effort and natural re- 
sources in activities which have not added 
anything to the production or distribution 
of goods and services. Individuals have 
reaped generous rewards from the dis- 
tribution of useless and, in many cases, 
positively harmful goods. 

Under the system of individualism, we 
have never been able to eliminate the hor- 
rots of booms and depressions. Special- 
ized mass employment, urban develop- 
ment and the other aspects of modern 
business life have made more and more 
people dependent upon money income 
for their living. Few people, through 
their own efforts, can feed, clothe, house 
and entertain themselves. We have be- 
come less independent and more interde- 
pendent. Failures of the money system, 
or any other aspect of our organization 
promptly result in great suffering—and 
there is nothing the individual can do to 
alleviate that suffering. 


STATISM AS PANACEA 


So it is that whenever we go through a 
long period of economic distress, as we 
did in the long depression starting in 
1929, it is inevitable that people will 
search for ways by which bad times can 
be avoided, and it is during such times 
that the proponents of statism come forth 
with their plans to eliminate all of the 
evils of the existing system by establishing 
state control. 

They tell us that under central planning 
it will be possible to eliminate waste. 
Everyone will be doing a useful job. 
There will be none of the waste of human 
effort and natural resources in useless and 
harmful activities. 

They tell us that central planning will 


establish social security and social justice 
for all of the people because it will be 
possible to regulate employment and per- 
sonal incomes so that each individual has 
adequate means to care for himself. 

They tell us that by central planning it 
will be possible to eliminate booms and 
depressions through the skillful schedul- 
ing of employment opportunities in pub- 
lic works and productive enterprises, 
through control of volumes of produc- 
tion, methods of distribution and prices. 

They tell us it is a demonstrated fact 
that these things can be accomplished be- 
cause during the war we have submitted 
to central planning and that, as a gesult, 
production, consumption, income and all 
of the good things which come from an 
economic system, are at their highest 
level. How often we hear the statement: 
“If we would just extend controls which 
have performed these wonders during the 
war to the times of peace, how happy 
everyone would be.” 

Going along with these arguments in 
favor of central planning, is the further 
thought which is now so widespread that 
this trend toward government manage- 
ment is somehow or other inevitable— 
that it is tied in with social progress. We 
are told that the individual struggle for 
economic success is somehow disgraceful 
—that we should be above mere money 
grubbing and should pitch our wagon to 
the star of unselfish service to the com- 
munity at large, to the state. 

These claims for the system of govern- 
mental direction of economic activities are 
made by people of good will who are sin- 
cerely trying to find solutions for the eco- 
nomic ills which from time to time beset 
the country. They assume that all of these 
good things can come from central plan- 
ning without the sacrifice of other things 
equally important. 

It is when we follow through the in- 
evitable and inexorable pattern of events 
which must be followed in devising and 
executing a central plan that we get a 
clear and rational explanation of the re- 
sults as they have been demonstrated in 
Germany, Japan, Russia and in any other 
country which has tried state control of all 
economic activity. 








CAN IT HAPPEN HERE? 


| We must not be too certain that the evils of bureaucratic, dictatorial control 
of our way of life “can’t happen here,” warns Mr. Minckler in this paper, pre- 
sented at the April 19 meeting of the Los Angeles Control. The author is vice 
president of General Petroleum Corporation, Los Angeles. 


—THE EDITOR 
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It should be clearly understood that 
there can be no such thing as a little plan- 
ning. We can not plen the volume of pro- 
duction of a commodity unless we allocate 
the volume of production to the individ- 
ual producers and determine how much 
each shall produce. If the state controls 
the volume of production, the state must 
control prices and distribution. We can 
not control one industry without controll- 
ing competitive industries. Once embarked 
on a program of state control there is no 
turning back. 

It should also be clearly understood that 
I am not talking about what we sometimes 
call control in the sense that the ICC con- 
trol railroad rates or the Railroad Com- 
mission controls prices of electric energy 
or some states control the volume of oil 
production. The difference between this 
type of control and the state planning I 
am talking about is in the different pur- 
poses‘ of the two types. The ICC controls 
tailroad rates to prevent favoritism be- 
tween users of railroad transportation. 
The Railroad Commission controls prices 
of electric energy to prevent a monopoly 
from mulcting a public which is without 
power to protect itself. States control 
crude oil production to prevent the waste 
of a natural resource. These controls are 
negative, The kind of state control I am 
discussing is the positive direction of the 
resources of society to conform to the 
planners’ particular views of who should 
have what. 


How Ir Works 


In setting up a system of central plan- 
ning, it is perfectly okvious that demo- 
cratic processes can not produce any plan. 
Legislative bodies can not agree on a plan 
for the direction of all of the economic 
activities because there are too many di- 
verse interests represented in a legislative 
body. So, in order to devise a plan of 
economic control, it is necessary to assign 
that duty to the executive branch of the 
government. 

In economic activities, it is not possible 
to establish a set of definite and un- 
changeable plans. Conditions change- 
almost from day to day, and the plans 
must be so devised that rules can be 
changed as we go along. This means that 
the executive branch of the government 
must have wide discretion in carrying out 
the plan. 

The plan must be carried out by the 
people so the executive branch of the gov- 
ernment, in making up the day-to-day 
rules of the game, must be able to com- 
mand compliance with the plan. 

All of the foregoing sounds rather logi- 
cal and rather innocent. It may be logical 
but it is not innocent because these are 
the basic facts in central planning which 
mean the end of liberty. 

The transfer of the legislative function 
of making rules from the legislature to the 





executive will mean dictatorship, whether 
the transfer is made by a democratic legis- 
lature or by usurpation on the part of the 
executive. The executive must be able to 
enforce the plan and there can be no de- 
fiance of his authority. 


RULE OF Law ENDS 


The fact that under central planning 
rules must be changed from day to day at 
the discretion of the dictator means the 
end of the rule of law and the substitution 
of the rule of the dictator. The rule of 
law means that the people will know the 
rules of the game before the game starts, 
will know with reasonable certainty what 
can and what can not be done. It is the 
only way under which individual free ac- 
tion is possible. For no man can make an 
intelligent decision as to what he shall or 
shall not do unless he knows the condi- 
tions surrounding the proposed activity. 
The elimination of the rule of law means 
that the accomplishment of a purpose, re- 
gardless of how it is done, becomes the 
yardstick by which the success or failure 
of the venture will be judged. The end 
will justify any means. Under central 
planning and in the absence of the rule 
of law, one man can be honored for per- 
forming an act and another man may be 
imprisoned for the performance of the 
same act. Under central planning, one 
man will get a bonus from the public 
treasury for producing cotton—another 
man will be subjected to penalties for pro- 
ducing cotton. 

The dictator must have the means to 
enforce compliance with the plan. This 
can take any one of a number of forms at 
the start but the end point must be the 
same. He may use a system of incentives 
at the beginning, but the impossible task 
of providing adequate incentives for all 
activities under the plan will soon become 
so complex that ultimately he must secure 
compliance with the plan by the exercise 
of force and penalties. 

Going along with enforcement of com- 
pliance will be a great propaganda cam- 
paign to convince the people of the wis- 
dom of the plan. No opposition to this 
propaganda campaign can be permitted. 
All of the sources of information must be 
controlled. 

Under central planning we must ac- 
quire a new set of moral values. We must 
forego independence and self-reliance, te- 
spect for our neighbors, tolerance toward 
those of different color, race or creed, and 
substitute for these outmoded qualities, 
obedience to authority, suspicion of the 
different and accept the idea that the end 
justifies any means. 

In this frame of mind we are ready for 
any of the acts of totalitarianism, the 
brutal suppression of opposition, the dis- 
regard for the wishes of the individual, 
programs against any class which has in- 
curred the displeasure of the dictator. 








The Controller, November, 1945 


This is the way in which events have 
moved in Germany, Russia, Italy and 
Japan. Beginning with the humble idea 
of government control of economic activ- 
ity, we see the final result in the complete 
loss of personal liberty and the brutaliza- 
tion of whole peoples who willingly and 
cheerfully perform the most brutal of acts 
of barbarism because they conform to the 
plen and they are the wish of the dictator. 

But, you say, that is Germany and Rus- 
sia and Italy and Japan—“it can’t happen 
here.” 

If someone fifteen or twenty years ago 
had told you that the German people— 
pleasant, highly intelligent, well educated, 
nice people—could have sunk to the 
levels that they later displayed, wouldn't 
you also have said it couldn’t happen in 
Germany? But it did happen in Germany 
and it can happen here. 

During the war, we have given up cer- 
tain of our liberties and it is perfectly 
proper that during a period of war emer- 
gency we should sacrifice some of our 
freedom of action in order to defend lib- 
erty. In this war, we have had in our own 
nation unquestioned interference with 
economic liberty. We have unquestion- 
ably abrogated the rule of law and have 
been governed by a set of arbitrary rules 
made from day to day by people who 
have had no direct responsibility to us 
and in the choosing of whom we had no 
part. We have seen the granting of spe- 
cial privileges to selected groups of peo- 
ple and we have seen unequal treatment 
of individuals. This has been quite all 
right for in the emergency we have had 
to direct the use of our human and nat- 
ural resources to the accomplishment of 
a single purpose—the winning of the 
war. 

But, when the war is over, what single 
purpose is there that we can agree upon? 
When we stop making tanks and guns 
and aeroplanes and ships, how can we 
possibly agree upon what shall then be 
made? Under the system of individual 
freedom, the choice of aims becomes au- 
tomatic for we make the things each in- 
dividual wants badly enough to give of 
his own substance and his own effort. 
This is the system of free enterprise. Pro- 
duction, distribution, prices, success, fail- 
ure, will be determined by free individual 
choices made by free men. 

Under central planning, dictators will 
decide who shall make what, for whom, 
and at what price. Production, distribu- 
tion, prices, success, failure, will be fixed 
by the dictator for his slave subject. — 

If we are to maintain the American 
system of freedom, business must ac- 
tively engage in four kinds of activities: 


1. Resistance to all efforts to impose 
central planning of the acts of production 
and distribution of goods and services. 

2. Encourage acts of government de- 
signed to protect the competitive system 











and 
meal 
£ove 
carte 
fair 
supp 
the | 
ful § 
men. 
cial ' 
pron 

3 
signe 
cial ; 
Secu 


Th 
the C 
Seattl 
Amer 
26, 1 
Theo 
Cand. 
Morr: 


In 
mitte 
to n 
poin 
have 
thou 
have 
sion 
oper: 
and | 
port 
our « 
cific | 
any 
facto 
prise 
tee h 
be o: 
inter 
the 
ciate 
sider: 
whic! 

Al 
have 
meth 
cond: 
trol, 
not y 
in al 
ject, 
to be 
first | 
the b 
trol | 
subje 
inally 











and to eliminate special privileges. This 
means that business must actively support 
governmental acts to eliminate monopoly, 
cartels, price-fixing arrangements and un- 
fair competitive practices. Business must 
support governmental acts to eliminate 
the production and distribution of harm- 
ful goods. Business must support govern- 
mental acts to promote honesty in finan- 
cial reporting, in advertising, and in sales 
promotion. 

3. Encourage acts of government de- 
signed to promote social security and so- 
cial justice. This means support for social 
security against risks the individual can 
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not be expected to avoid, support for 
minimum wage laws, safety laws, collec- 
tive bargaining. It also means support for 
government programs of direct manage- 
ment of non-profit activities—schools, 
highways, parks. 

4. We in business must strive to create 
an atmosphere in which free competitive 
business can exist. We must not make 
speeches about the glories of competition 
and then make price-fixing deals with our 
competitors. We must not only act in 
agreement with our ideals, we must un- 
derstand the workings of our system and 
we must inform the people of our acts. 
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And so I come to say the same things 
to you controllers I did a year ago. It is 
your job to explain to your management 
and to the public the ways in which your 
company is succeeding or failing in its 
job of social performance—in contribut- 
ing a higher standard of living and a 
greater purchasing power on the part of 
the public. 

This is a serious and important job. If 
we fail in it, let us not be too sure that 
“it can’t happen here.” And if it does 
happen here, it means the loss of that 
thing we hold most dear—our own per- 
sonal freedom. 


Budgetary Control of Income 


{ 


The paper which follows was presented by 
the Committee on Accounting Practices of the 
Seattle Control of the Controllers Institute of 
America at a meeting of the Control on April 
26, 1945. The Committee, chairmanned by ur. 
Theodore Herz, included the Messrs. C. H. 
Candee, Harry Drew, H. V. Leverett, G. S. 
Morris, Harris E. Smith, and R. P. Steen. 


In presenting this report, the Com- 
mittee on Accounting Practices wishes 
to make only a few carefully limited 
points. The members of the committee 
have devoted a considerable amount of 
thought and effort to this project. They 
have come unanimously to the conclu- 
sion that budgetary control over the 
operations of business enterprises can, 
and probably will, play an extremely im- 
portant part in the postwar economy of 
our country as a whole and of this Pa- 
cific Coast area in particular, and that in 
any particular case it may well be the 
factor determining whether the enter- 
prise will make or break. The commit- 
tee has decided further that it can best 
be of service if it can arouse an early 
interest in the subject to the end that 
the enterprises with which we are asso- 
ciated may give the matter timely con- 
sideration, and perhaps initiate action 
which will bring real future benefits. 

Although the committee discussions 
have dealt with some of the detailed 
methods of organizing and effectively 
conducting a system of budgetary con- 
trol, these aspects of the matter have 
not yet been probed deeply. We found, 
in almost every discussion of the sub- 
ject, that certain fundamentals had first 
to be laid down, that the subject had 
first to be rather carefully defined. In 
the belief that the members of our con- 
trol hold a variety of viewpoints on the 
subject at least as diverse as those orig- 
inally held by the committee members, 





we concluded that this first report 

should undertake only to present the 

committee’s opinion on: 

(a) What an enterprise can hope to ac- 

complish with a system of budget- 

ary control, 

What an enterprise must be will- 

ing and able to put into the system 

to gain the advantages it offers, 

and, 

(c) What, very generally, is the method 
by which budgetary control is ac- 
complished. 


(b) 


In the Readers Digest for January 
1945 appears the very sharp and very 
simple and understandable statement 
“A budget—a method of worrying be- 
fore you spend as well as afterwards.” 

When an enlightened businessman 
wishes to “worry” about where he 
stands he looks at his balance sheet, and 
when he wishes to “worry” about how 
he has been doing he looks at his profit 
and loss statements. The more he wants 
to know in detail how he got to where 
he stands or how come he has been do- 
ing as well or as badly as he has been 
doing the more detailed are the sup- 
porting schedules he asks for. In other 
words, the businessman’s method of 
worrying after he has made his expendi- 
tures is to examine critically his finan- 
cial statements and the detailed ana- 
lyses which support them. Having seen 
these, if he knows his business, he can 
say with accuracy what he would do dif- 
ferently if he had it to do all over 
again. Now if we as controllers could 
give the businessman a look at those 
financial statements and detailed sup- 
porting analyses while there is still time 
to do what he would do differently then 
we are in effect actually enabling him 


and Expenses 


“to do it all over again.” This is what 
is attempted in budgetary control—“a 
method of worrying before you spend 
as well as afterwards.” ; 

The financial statements of enter- 
prises are analyses. The top statements, 
summarized, point out general relation- 
ships between financial facts, and the 
itemized detailed supporting schedules 
describe the transactions which make 
up the facts or relationships. 

The budgetary financial statements of 
enterprises are pre-analyses. Here again 
the top statements, summarized, point 
out the general relationships, and the 
itemized detailed supporting statements 
describe the transactions which if made 
sucessfully and as anticipated will re- 
sult in the predicted relationships. 

The budgeted financial statements are 
backed up by informed forecasts based 
upon the best data available. The bet- 
ter and the more experienced the fore- 
casting which goes into them the more 
reliable are the figures as the basis for 
doing “it all over again” before any of 
it has happened. A periodic compari- 
son between actual financial statements 
and the related budgeted financial state- 
ments will tell us correctly not only if 
things are going as we intended they 
should or expected they would, but will 
also educate us in the art of forecasting 
by showing us exactly and in detail 
where we made inaccurate predictions 
and to what extent. Generally the com- 
parison won't show us why our fore- 
casts are inaccurate, but in some in- 
stances it might. 

Having stated very briefly and very 
generally what budgetary controls can 
do for us, we find some of the require- 
ments of a system of budgetary control 
already apparent: 
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1. There must be pre-established general 
performance standards set by the man- 
agement—call them the scope of busi- 
ness expected during the period cov- 
ered and the general business condi- 
tions to be anticipated—they include 
such concepts as price levels, wage 
rates, consumer demand, availability of 
raw materials, performance expected 
of competitors, production quotas, etc. 

2. The budgeted performance must be 
pre-established separately for each sep- 
arate operating authority in the busi- 
ness—it must recognize the existing 
lines of authority and responsibility. 

3. The budgeted statements must con- 
form to and be comparable with the 
accounting statements regularly pro- 
duced by the enterprise, and both of 
these must also give full recognition 
to the existing lines of authority and 
responsibility. 

4. Each budgeted item of assets, liabil- 
ities, income and expense must be sup- 
ported by detailed calculations which 
can be revised readily if during the 
course of the period the operating con- 
ditions should change sufficiently to re- 
quire a revision in the budget figures 
relating to that portion of the period 
which still lies ahead. 

5. There must be not only complete un- 
derstanding in the organization of the 
aims and purposes of the system but 
also whole-hearted acceptance and co- 
operation. 

6. There must be prompt, regular, rather 
painstaking and severe follow-up of 
the results of budgetary control. Some- 
one must regularly see to it that— 

(a) Explanations for deviation from 
the predicted results are pre- 
sented if the comparisons of actual 
results with budgeted results indi- 
cate that operations are not pro- 
ceeding as the management has 
expected that they should. 

(b) Undesirable conditions disclosed 
by the budgetary control system 
are called to the attention of the 
responsible parties and corrected. 

(c) Estimates are revised where neces- 
sary. 


The executive management of the busi- 
ness should give rather detailed considera- 
tion to the general business conditions 
which will be encountered during the 
season for which budgetary control is be- 
ing established and, having arrived at its 
best estimate of the effects which these 
conditions will have on the business, it 
should issue a formal statement to each of 
the persons responsible for preparing de- 
partmental estimates. 

Generally the budgeted financial state- 
ments should be prepared in advance of 
and with respect to a natural period of 
operations such as a season or a fiscal six- 
month period or a fiscal year. They should 





be prepared by individual months or in- 
dividual four-week periods or such other 
short fiscal periods as are normally used 
in the enterprise in the preparation of fi- 
nancial statements. They should be pre- 
pared also for each individual department 
of the business and they should be pre- 
pared for each department by the person 
responsible for conducting the operations 
of the department, but always the idea of 
effective budgetary control should carry 
with it the idea of closely supervised and 
closely coordinated planning. 

As the operations of a season progress 
each month’s actual financial statements 
are prepared and compared in detail and 
in summary with the budgeted statements 
and the individual items of difference be- 
tween the two statements are investigated 
to determine what caused them. The cause 
of any one variation must consist of one 
or more of the following: 


(a) Controllable performance failed to 
meet the budgeted requirements be- 
cause of conditions which could and 
should have been corrected currently, 
or 

(b) The executive management made 


estimates which were correctly inter- 
preted and applied by the department 
head but the resulting departmental 
estimate disagreed with the actual 
performance for the period because 
of factors beyond the control of the 
department head, or 

(c) The department head in applying the 
estimates of the management made 
inaccurate estimates of the items of 
income and expense in his depart- 
ment, or 

(d) Certain conditions underlying the op- 
erations of the enterprise generally 
or of the department have changed 
and a new estimate is called for. 


Stated rather briefly, these appear to be 
the basic principles underlying budgetary 
control of the income and expenses of 
business enterprises. Much more can be 
said with respect to each of the points 
mentioned and many more details must be 
dealt with in the preparation of a system 
for any individual enterprise, but these 
fundamentals your committee believes, 
must be observed in any successful system 
for any enterprise. 


Need for Postwar Controls Seen by 
Federal Reserve Official 


Three types of measures will probably have 
to be taken after the war to maintain this 
country’s economy on a reasonably even keel, 
Allan Sproul, president of the Federal Reserve 
Bank of New York, said in the 1944 annual 
report of that institution. 

He also (1) warned of the deflationary dan- 
gers inherent in the postwar situation; (2) 
predicted that War Bond redemptions after the 
war will be larger than previously experienced, 
and (3) pointed to the fallacy of the theory 
that gold would cease to be used for monetary 
reserves in many countries. 

“There are three principal courses,” Mr. 
Sproul declared, “which might be pursued in 
seeking to maintain the economy on a reason- 
ably even keel, to provide employment oppor- 
tunities for substantially all those seeking 
work and to oppose tendencies of inflation or 
deflation of the income and price structures. 

“One course would be to rely extensively 
upon Government fiscal policy—through con- 
trolling the kinds and magnitudes of taxation 
and expenditures and through management of 
the public debt. 

“Another would be to influence the cost and 
availability of credit to business and other bor- 
rowers and the interest return offered to in- 
vestors, so as to influence rates of investment 
and saving. 

“A third course would be to rely upon di- 
rect controls, such as the wartime controls 
over prices and wages, and the terms upon 
which credits may be granted. 

“It seems possible,” he concluded, “that 
measures of all three types, properly co-or- 
dinated, may be required in differing degrees 
to achieve the objective.” 

The deflationary implications may be more 
serious than the inflationary dangers, the Fed- 
eral Reserve Bank head declared. 

The largest single fact about the postwar 
period is that there will be a huge decline in 
military expenditures, representing the greatest 
loss of market in this country’s history. 


“War expenditures,” Mr. Sproul pointed 
out, “will decline from some $80,000,000,000 
a year to perhaps six to eight billion dollars, 
and total Government expenditures (including 
State and local) will fall from over $100,000,- 
000,000 to perhaps $30,000,000,000. Govern- 
ment deficits, now of the order of magnitude 
of $5,000,000,000 a year, must be replaced 
....by a balanced budget (or even a surplus). 

“How to bring about such a change in Gov- 
ernment finances and still provide jobs for all, 
or nearly all, will surely be one of our major 
postwar problems.” 

For the immediate postwar period, the New 
York Reserve Bank president stated, it appears 
that “redemptions of War Bonds (and also 
of Savings Notes, held largely by business 
firms) will be apt to run to considerably 
larger totals than have heretofore been experi- 
enced. 

“Clearly,” he continued, “there are strong 
pent-up demands resulting from the necessary 
diversion of manpower, materials and produc- 
tive facilities to meet the imperative needs of 
the war, and it would be natural to expect that 
some Government securities, along with other 
liquid resources and credits, will be employed 
to finance the satisfaction of these demands.” 

The world-wide demand for gold, Mr. 
Sproul declared, “seems to constitute a denial 
of the expectations expressed only a few years 
ago that gold would cease to be used for mone- 
tary reserves in many countries.” 

From the October, 1941, peak to the end of 
1944, he pointed out, the United States gold 
stock declined $2,200,000,000, or some 10 per 
cent. Taking into account gold acquired 
through domestic production, the indicated 
loss of gold to foreign countries had amounted 
to some $2,400,000,000, or an average monthly 
rate of some $65,000,000. 

By the end of 1944, gold reserves of all 
foreign countries except Russia had been re- 
stored to an estimated total of about $13,000,- 
000,000. 
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Balanced National Economy Requires 
Stable Construction Industry 


One of the most important steps in 
balancing the national economy at full 
employment levels after the war will be 
stabilizing the construction industry, ac- 
cording to a report made public by the 
National Planning Association. This will 
require immediate, coordinated planning 
by business, labor and government for a 
program of sustained production and 
maintenance of both public and private 
construction. 

The report, entitled ‘Stabilizing the 
Construction Industry,” was prepared by 
Mr. Miles Colean, widely known con- 
struction authority, in close consultation 
with members of the Agriculture, Busi- 
ness and Labor Committees of the Na- 
tional Planning Association. Accompany- 
ing the report is a joint statement, signed 
by all members of the three Committees, 
which endorses the principles and proce- 
dures set forth by Mr. Colean and makes 
specific recommendations for immediate 
action. 

“We cannot hope for a long-continued 
petiod of prosperity while insecurity is 
chronic in so vital an element of the 
economy as the construction industry,” 
the Committees state. Averaging approxi- 
mately 11 per cent. of the nation’s total 
income, the construction industry, because 
of its “cataclysmic variations in activity,” 
has in the past repeatedly imperiled a 
large part of the nation’s investment and 
added to the intensity of booms and de- 
pressions. 

The experience of the 1930's has 
clearly demonstrated that public works 
alone cannot stabilize the entire economy, 
the report states. However, they can play 
an important part in stabilizing the con- 
struction industry. By moderating the vio- 
lence of the construction cycle and im- 
planting confidence in the continuity of 
construction operations, the report rea- 
sons, this industry can be made to provide 
a steady source of employment and to 
promote a more even flow of general 
business activity. 

“The possibility of carrying out a sta- 
bilization program, Mr. Colean states, de- 
pends upon the formulation and accept- 
ance of policy and the creation of ma- 
chinery that we do not now have. Most of 
the burden of production and of adjust- 
ment to changing demands will rest on 
industry itself. However, the author as- 
serts, “any program requiring coordina- 
tion on a national scale necessitates some 
governmental umpiring, as well as the 
provision of services which government, 
whether it be Federal, state or local, alone 
can furnish.” 

Of the machinery needed for achieving 
conditions prerequisite to stabilization, 
probably none is more vital than the pro- 


vision of competent and comprehensive 
information. Adequate data in the con- 
struction field is essential to an under- 
standing of the forces affecting the con- 
struction cycle and to the development of 
the means for guiding those forces in the 
interest of a more even flow of construc- 
tion activity. To date, information in the 
construction field has been notoriously in- 
adequate. The NPA agrees with Mr. 
Colean, therefore, that there should be 
established in the Department of Com- 
merce, or some other appropriate agency, 
a Bureau of Construction Economics, 
which would assemble, maintain, and 
publish regularly an adequate series of 
data to serve as a barometer of construc- 
tion activity. The author points out that it 
would be desirable for the Federal gov- 
ernment to assume the task of initiating 
and directing this service, but that some 
sharing of the burden by local govern- 
ment should be anticipated. 

To help meet the country’s construction 
needs on the broadest and most econom- 
ical basis, the NPA recommends an ex- 
tensive program of technical and indus- 
trial research. The facilities for operating 
this program would be patterned along 
the lines of the National Advisory Com- 
mittee for Aeronautics. 


FouR RECOMMENDATIONS 


“In any consideration of stabilization, 
public works are obviously a potential 
force of balance,’ Mr. Colean asserts. 
However, in the past, the lack of advance 
planning and appropriate timing has 
often caused public construction to in- 
crease rather than moderate the violence 
of the construction cycle. To provide for 
the use of public works as an effective 
instrument of stabilization, the NPA 
Committees recommend that: 

1. The Federal agencies concerned with 
construction be authorized and provided 
with appropriations for planning and ac- 
quiring sites for public works in advance 
of determining the time for their con- 
struction, so that a backlog of planned 
public works may be maintained ready 
for contract, to supplement private con- 
struction as conditions may warrant. 

2. The policy of making loans to states 
and local government for advance plan- 
ning, as provided in the War Mobiliza- 
tion and Reconversion Act of 1944, be 
continued as a means of encouraging co- 
ordination of local and Federal public 
works programs. 

3. A Federal Public Works Control 
Authority be established to determine the 
timing of all Federal construction and to 
cooperate with the states in carrying out 
concurrent policies. 
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4. Such Federal and local public works 
as are now definitely planned, or as may 
be speedily prepared for contract, be un- 
dertaken at the earliest date consistent 
with the prosecution of the war, but that 
preparation be made to taper off opera- 
tions in case of later labor shortages and 
cost increases which may result from an 
over-rapid expansion of private construc- 
tion. 

While an effective public works pro- 
gram will be invaluable in achieving 
stabilization, it cannot, even with perfect 
timing, do the job alone, Mr. Colean 
states. Emphasizing that no rigid control 
or programming of private activity is en- 
tertained, he asserts that there are possibil- 
ities of aiding private initiative that seem 
worthy of exploration. Among those 
which he discusses are: 

1. Adjustment of present tax provisions 
which are deterrent to private construc- 
tion. In this connection, Mr. Colean rec- 
ommends the creation of a National Com- 
mission on Tax Integration to study the 
problem of the equitable allocation of tax 
sources among the various levels of gov- 
ernment. He also recommends that the 
applicability of the corporate income tax 
to real estate corporations be reduced or 
eliminated and that deductions from the 
personal income tax be allowed for the 
depreciation of owner-occupied houses. 

2. Provision of adequate credit for new 
construction and maintenance operations 
in times of emergency through expansion 
of the Reconstruction Finance Corpora- 
tion loan facilities. 

3. Regulation of land subdivision by 
local government as a means of influenc- 
ing the timing of construction as well as 
the character of platting and the type or 
cost of building. 

4. Removal of trade barriers and re- 
strictions so that, through competition, 
every possible opening might be allowed 
for the introduction of improved tech- 
niques and for. the expansion of the in- 
dustry into the most stable sections of the 
market. 

5. Removal of obsolete structures which 
place a limit on the amount of new con- 
struction that the economy might absorb. 

Maintenance operations will be of ma- 
jor importance to a stabilization program, 
the author points out, not only because 
the volume of work involved but also 
because of the minimum time lag with 
which maintenance work usually can be 
initiated. It is evident from the response 
to credit facilities provided through FHA 
and the Home Owners’ Loan Corporation 
that Government stimulus can be helpful 
in increasing the volume of maintenance 
work, especially on residential buildings. 
The report recommends, therefore, that 
FHA insurance of home repair loans be 
maintained as a stand-by facility for credit 
expansion in times of emergency. 

The task ahead will call for the coop- 
eration of all participants in the con- 
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struction industry—manufacturers, distrib- 
utors, designers, contractors, and labor— 
as well as government. However, the goal 
is not unsurmountable. “While we have 
no assurance that our present knowledge 
permits us to plan with such exactitude as 
to eliminate the construction cycle,”” Mr. 
Colean asserts, ““we do have the wisdom, 
if we exercise it, to prevent cataclysmic 
sweeps in the cycle. By giving ourselves 
an adaptable set of tools, we can modify 
and amplify our plans as, through experi- 
ence, our wisdom increases. We must 
have the boldness to try.” 

In releasing the Colean Report, Mr. 
E. J. Coil, Executive Director of NPA, 
stated that it is one of a series on policy 
problems related to the attainment of 
full employment. 

The committees of the Association are 
also engaged in a study of the annual 
wage and of wage policy as related to sta- 
bility of production. 


Mr. Miles Colean, author of “‘Stabiliz- 
ing the Construction Industry,” is widely 
recognized in the construction field. A 
native of Peoria, Illinois, Mr. Colean now 
has his offices in Washington and is a 
consultant on construction and finance. 
Following his association with several 
architectural firms for twelve years, Mr. 
Colean was appointed Technical Director 
of the Federal Housing Administration 
in 1934. In 1937 he was made Assistant 
Administrator of FHA and served at that 
post until 1940, when he accepted a posi- 
tion as director of the widely discussed 
housing survey sponsored by the Twen- 
tieth Century Fund. Since 1940 he has 
been a consultant on construction and 
housing with a number of governmental 
agencies and private bodies. Mr. Colean 
was a member of the original Board of 
Governors of the National Association 
of Housing Officials and is a Fellow of 
the American Institute of Architects. 


An Analytical Ledger 


By H. E. 


A general ledger which is hand 
posted can be arranged to show many 
financial results without the necessity 
of preparing lengthy work sheets. The 
use of a ledger sheet with six double 
columns to a side will facilitate both 
financial analysis and audits of many 
kinds. 

Such a ledger has been in use by the 
writer having been developed with the 
idea in mind that a recorded figure 
should be more useful than a mere 
method of making arithmetical sum- 
maries orf memorandum data. These 
figures can be posted in a manner that 
will show trends and be comparative 
for audit purposes as well. In this way 
an over-all picture of the business can 
be gained for any part of a twelve 
month period by only looking through 
the general ledger. 

To effect this condition an account is 
assigned to one ledger sheet which has 
a description space, reference column, 
and six sets of debit and credit col- 
umns. One set of debit and credit 
columns is headed with each month of 
the year, beginning with the first month 
of the fiscal year on the right hand side 
of the page. While it is tempting to put 
this period on the left hand side of the 
page and spread the last six months on 
the right hand side of the page, it is 
safer and more flexible to run the 
twelve month series to the back or left 
hand side of the same sheet of paper. 
Then the first half of the year would 
be on one side and the last half on the 
other side of the same sheet. In this way 
mew accounts may be conveniently 


added to the ledger. 


Jackson 


The use of the ledger sheet arranged 
in this way also contemplates the use of 
standard journals. A standard journal 
is assigned a number which would re- 
main as that journal’s number for at 
least the first or second half of the 
fiscal year. Thus the standard journal 





im keeping the ledger connectly posted 
by immediately showing any important 
variation from month to. month which 
might indicate an error im posting in- 
stead of an increase or decrease. 

The second entry to: the account 
would be made on the thind line. The 
second line is reserved for entering 
accumulative figures wherever these 
are desired. For example, im the work 
in process account there would be a 
debit entry for direct labor each month. 
It is frequently desirable to know the 
accumulative amount of direct labor 
for a continuous period of two or more 
months. By reserving this second line 
in this way there is available at all times 
the monthly debit on the first line to 
give a comparative table and the accu- 
mulative total for the second to twelfth 
month to the show the amount for 
periods of the fiscal year longer 
than one month. By using the same 
system for applied overhead it can be 
quickly determined’ whether the over- 
head per cent. to direct labor is increas- 
ing or decreasing. 

Actual use of this principle has pro- 
duced many favorable results. Expense 
trends show up instantly, cash balances 
can be compared, inventories can be 
more closely controlled, current liability 
accounts and current receivables show 
the movement in working capital, and 
many other analytical and trend results 
are apparent without the preparation of 
any work sheet. 

A simple design of such a ledger as 
illustrated below: 


Work in Process Account-Labor 


January 
Description Ref. debit credit 
Payroll 1 55000 
Acc 5000 
Clearance 14 5 4000 
Acc 4000 
Balance 1000 


for cash receipts might be number 6 
and would remain so during the period 
shown on one side of the ledger sheet. 

The first entry to any account of 
either half of the fiscal year would be 
on the top posting line, and would 
show the name of the standard journal 
in the description space, and the journal 
number in the reference column. The 
posting would then be made in the first 
set of debit and credit columns which 
is headed with the first month of the 
fiscal year. The same entry for each 
succeeding month would be on the same 
line and in the proper set of columns 
so that the name and number of the 
journal need not be entered again dur- 
ing a period of six months. These en- 
tries on the same line for a period of 
six months automatically develops a 
comparative table which shows the trend 
of that particular entry and greatly aids 


February March 
debit credit debit credit 
5500 3000 
10500 13500 
6000 2800 
10000 12800 
500 700 


Although there is an inclination to 
follow the bookeeping tradition of 
showing the debit balance in the credit 
column, and vice versa, practice in the 
use of the ledger arranged in this way 
has influenced the showing of a debit 
balance in the debit column and a credit 
balance in the credit column. 


354 Claims Allowed in Two Years of 
Section 722 Relief 


Although more than 30,000 claims had 
been filed by corporations under Section 722 
of the Excess Profits Act, involving an amount 
in excess of $6 billion, the “Wall Street Jour- 
nal” recently pointed out that in the fiscal 
years 1942-1944, only 354 claims were allowed 
under Section 722. The relief in these cases 
aggregated approximately $2,300,000 with in- 
dividual instances ranging from $16 to 
$84,000. Lack of proper supporting evidence, 
it was stated, has been a major factor in te- 
ducing the effectiveness of claims for relief 
under Section 722. 
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Reconversion Viewed Optimistically 
By Six Leading Economists 


America has a good chance of getting 
through the present reconversion period with- 
out mass unemployment or severe business dis- 
location, according to substantial opinion 
among six of the country’s leading economists 
who are participating in a symposium on “Fi- 
nancing American Prosperity’ recently  is- 
sued by the Twentieth Century Fund. The 
economists represent a wide range of view- 
points and they differ most sharply on the 
amount of action by the federal government 
that may be indicated both for the country’s 
long-term prosperity and for the immediate 
transition period. Alvin H. Hansen, Littauer 
Professor at Harvard and former president of 
the American Economic Association, is an ad- 
vocate of government spending and other meas- 
ures to support the economy when necessary; 
while Benjamin M. Anderson, consulting econ- 
omist of Los Angeles and formerly with the 
Chase National Bank, urges the completest 
possible “hands off” policy to let business do 
the job. 

Most optimistic among the six on the ques- 
tion of reconversion problems is Sumner H. 
Slichter, Lamont University Professor at Har- 
vatrd. In the forthcoming Twentieth Century 
Fund symposium Slichter says: “Fears of large 
and prolonged conversion and deflation unem- 
ployment appear to be ill founded. . . . The 
engineering obstacles to conversion are much 
less formidable than is commonly supposed. 
... The capacity of the civilian economy 
to absorb people promptly is greater than is 
generally realized.” 

Slichter believes that ‘“‘the great majority of 
war workers” were doing exactly the kind of 
work during the war they will do in time of 
peace. He cites farming, railroading, iron and 
steel, textiles, clothing, shoes, petroleum, elec- 
tric light and power, aluminum, paper, lum- 
ber, chemicals, machine tools as examples of 
important industries in which this is true. 
Slichter estimates that the average amount of 
unemployment during the first year after the 
war with Japan will be around 4.5 million. 

“Only about 5 million war workers were 
employed in plants (aircraft, ships, guns, ex- 
plosives) which will make large permanent 
lay-offs or which will have major engineering 
problems of conversion,’ Slichter asserts. “In- 
deed, only about 10 per cent. of war workers 
were in plants where engineering problems of 
conversion will halt production for as long as 
four months. . . . No engineering difficulties 
will retard the opening of thousands of jobs in 
filling stations and garages as people are able 
to drive their cars freely or the prompt filling 
of thousand of jobs now crying for people in 
stores, banks, hotels, restaurants, or on farms 
or in building-repair work.” 

In discussing what general policies will be 
best for the country, Slichter says “It is impor- 
tant that the need for protection against both 
inflation and deflation be plainly recognized. 
To safeguard the country against deflation, the 
government should facilitate a quick shift from 
wat production to civilian production, reform 
the tax system, extend and liberalize unemploy- 
ment compensation schemes, and plan prompt 
expenditures on the repair and maintenance of 
public property. To guard against a disorderly 
tise in prices, the government should retain 
Price controls and the regulation of consumer 
credit throughout the period of conversion and 
probably for a year or two longer.” 

Another contributor to the Fund’s sympo- 
sium, John H. Williams, Vice-President of the 
Federal Reserve Bank of New York, cites the 
gteat drop in military expenditures that is fol- 





lowing the end of the war and says “We face 
two questions. How far will deferred civilian 
demands go toward filling up this gap? What 
is to take the place of the deferred demand 
once the process of restocking has been com- 
pleted?” 

Giving some figures to indicate answers to 
his own questions, Williams says “It has been 
estimated that the deferred demand for con- 
sumer durable goods should amount to $4.4 
billion a year for four years. Probably a much 
larger item will be postponed private capital 
formation. Now almost nil, gross private 
capital formation averaged $13 billion a year 
from 1936 through 1941. Not only should it 
revive, but because of accumulated replacement 
needs, postponed expansion, replenishment of 
inventories of civilian goods and the cost of 
reconversion it should for a time substantially 
exceed the prewar volume.” 

Williams sees a probably hopeful factor in 
the $107 billion of wartime savings now in the 
hands of the American people. “What will 
happen to these savings is problematical. Very 
likely the savers will hold on to a large frac- 
tion, though no one knows how much.” 

LONG-TERM POLICIES 

The long-term significance of policies 
adopted during the reconversion period is 
stressed by Howard S. Ellis, Professor of Eco- 
nomics, University of California, Berkeley. 
“The nature of the policies followed in the 
transition period will play an important part 
in determining whether the full employment 
induced by war will be followed by serious de- 
pression. The Swedish economist Gunnar 
Myrdal has voiced his conviction that America’s 
conversion period will turn into depression. | 
do not share his feeling of inevitability, but 
we need to be prepared for the necessity of 
government support to the total demand for 
goods and services.” 

Outlining in the Twentieth Century Fund 
symposium the policies that he thinks neces- 
sary, Ellis says “If we are to bring about an 
orderly transition to a satisfactory level of 
economic activity after the war, immediate ac- 
tion must be taken to prevent an excessive 
boom, to shape our tax laws favorably to enter- 
prise capital, to open up international trade 
and finance to expansion, and finally to with- 
draw the bases of monopoly in all fields. Meas- 
ures such as these, if successfully carried out, 
would eventually make possible a reduction in 
public spending to support the economy. But 
a public works program must play an impor- 
tant part until the effects of these basic reforms 
begin to be felt.” 

Getting at the essential nature of our recon- 
version problem, Benjamin M. Anderson says 
“We must turn from war to peace production. 
A government-customer which has been spend- 
ing $90 billion a year, much of which is bot 
rowed money and much of which is money bor- 
rowed from the banks, will largely drop out of 
the market. It is clear that there must be 
great readjustment’ of prices and wages. 

“If we are flexible and if the markets are 
free, we can make our adjustment rapidly. If 
there are governmental interferences with the 
process of readjustment and, above all, if there 
is an effort to uphold the existing situation 
by powerful governmental pressures, by power- 
ful trade-union resistance, by premature utiliza- 
tion of the funds the States and municipalities 
have held in reserve for public works, and by 
further deficit spending from Washington, we 
shall delay the readjustment. We shall turn it 
into a severe depression and we shall ultimately 
make worse unemployment.” 
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Stressing the importance of new investment, 
Anderson says “There will be need for an im- 
mense flow of investment funds to corporations 
as we shift from war production to peace pro- 
duction. . I believe that there are few 
things more important in the whole program 
of postwar reconstruction than the freeing of 
the capital market and the security exchanges 
from unnecessary restraints and inhibitions.” 

Another participant in the Twentieth Cen- 
tury Fund’s symposium, John Maurice Clark, 
Professor of Economics at Columbia University, 
says that during the next few months we may 
expect ‘heavy transitional unemployment, 
which will not be as serious as it looks in the 
statistics. This is partly because there will be 
some temporary emergency workers who will 
soon leave the working force, partly because a 
revival is sure to follow and partly because the 
unemployed will be better financed than ever 
before. Nevertheless, consumers’ incomes will 
shrink heavily, and the results may be cumula- 
tive if revival is too long delayed, making the 
job of revival that much harder. 

“As soon as possible, the specifications of a 
postwar tax system should be drawn up... . 
Liberal benefits should be provided for the 
unemployed. This, plus some spending of war 
savings by many individuals, will help to sus- 
tain the demand for goods, on which the de- 
mand for workers rests. 

“For some things, like automobiles and hous- 
ing, the demand will exceed the supply for 
time, and continued controls will be 
needed to keep prices from going to levels that 
would hurt the general revival rather than help 
it.” 

Alvin H. Hansen in presenting his general 
thesis that the government should take meas- 
ures to support the economic system where and 
when necessary, stresses the importance of tax 
policy. “In the transition period, wartime taxes 
should, I believe, in large part be retained. 
This applies also to the excess-profits tax. The 
excess-profits tax is imposed because the un- 
usual conditions prevailing during a war re- 
sult in an abnormally large volume of corpo- 
rate profits. The tex is imposed on the excess 
of the actual income over the so-called ‘normal 
income’ earned by the corporation in the period 
1936-1939. It is recognized that the war may 
cause some corporations to earn little or even 
to sustain actual losses during some of the war 
years, and in order not to penalize corporations 
with fluctuating income the carry-back and car- 
ry-forward of the excess-profits credit were pro- 
vided. + és 

“I am inclined to think that it would be 

. equitable to retain the excess-profits tax, 
at a reduced rate, with its carry-back provi- 
sions (together with price control where 
needed) during the reconversion period. The 
reconversion must, I think, be regarded as part 
of the war experience.” 


some 


Philadelphia Tax Group Elects 
M. G. Paul President 


Representatives of prominent industrial and 
utility companies, in the Philadelphia area re- 
cently formed Philadelphia Chapter of the Tax 
Executives Institute, Inc. Elected to office were: 
M. G. Paul, Tax Manager of the Philco Cor- 
poration, President; H. B. Rener, Assistant 
Comptroller of the Philadelphia Transporta- 
tion Co., and R. S. Williams, General Auditor 
of The United Gas Improvement Co., Vice- 
Presidents; E. H. Frink, Assistant Treasurer 
of Sharpe & Dohme, Secretary, and R. G. 
Heebner, Tax Manager of the Scott Paper Co., 
Treasurer. Elected to serve as directors were: 
J. V. Sealy, Manager of Tax Departments of 
the Philadelphia Electric Co., W. A. Hornung, 
Jr., Assistant Treasurer of Abbotts Dairies and 
Messrs. Palu, Renner, Williams and Frink. 
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Controllership Seen as Largely A 
20th Century Development 


Discussing the growing responsibility of the 
accountant, Dr. J. Hugh Jackson, Dean of the 
Graduate School of Business, Stanford, Univer- 
sity, pointed out in an address in San Francisco, 
on March 27, that ‘the controller, who is al- 
ready recognized as one of the important execu- 
tives in modern business, is largely a develop- 
ment of the Twentieth Century.’”” The address 
was given under the auspices of the San Fran- 
cisco Control, Controllers Institute of America, 
and the local chapter of the Institute of Internal 
Auditors, the California State Society of Certi- 
fied Public Accountants, and the National As- 
sociation of Cost Accountants, of which Dean 
Jackson is a past national president. 

According to a survey recently made, by the 
speaker and a colleague, of 175 large American 
corporations, “including banks, insurance com- 
panies, railroads, public utilities and mercantile 
and manufacturing concerns, Dean Jackson 
stated, ‘‘only eight of the companies surveyed 
have controllerships antedating 1900. More 
than two-thirds of such positions have been es- 
tablished since 1920. In these larger organiza- 
tions, the controller is rapidly becoming recog- 
nized as a major factor in management councils 
and is increasingly functioning as a vice-pres 
ident, a director, or in other major administra- 
tive capacities of his company. Moreover, as 
our survey has revealed, the controller has al- 
ready come to be recognized as having certain 
basic functions which may be summarized as 
follows: 

“(a) The accounting function, in which he is 
responsible for the corporate, general, and cost 
accounting operations; for the methods and sys- 
tem activities, embracing the design, installation 
and custody of all accounting books, records and 
forms; and the coordination of the clerical and 
office systems and facilities throughout the busi- 
ness organization. 

“(b) The auditing function, in which the 
controller is responsible for the establishment 
and maintenance of internal controls, for the 
audit and receipts and disbursements and all 
general internal auditing, and for the general 
relationship with the company’s independent 
public accountants. 

“(c) The tax function, in which he is respon- 
sible for the assembly of information and the 
preparation of the returns for income, excise and 
payroll taxes; also for maintaining the general 
relationship with tax agents and auditors. 

“(d) The interpretative function, in which he 
is responsible for the preparation, analysis and 
explanations of financial facts, figures and sta- 
tistics; and for assisting the other officers of the 
company and its general management in the use 
of such data for the formulation of plans and 
policies, the measurement of results, or for 
other purposes of internal or external use. 

“But, in addition to these special functions, 
he has also been assigned many other adminis- 
trative activities, of which the following may 
be taken as typical: 


the general administration of property taxes 
and the maintenance of contact with local 
assessors and collectors; 

the preparation of economic and cost analyses 
relating to past, present and proposed opera- 
tions ; 

the preparation and consolidation of company 
budgets relating to the control of operations, 
the controls of appropriations, the control of 
advertising expenditures, and the like; 

the responsibility for the company forecasts 
of cash receipts, disbursements, and balances 
of company profits, of estimated income taxes 
payable, and similar financial forecasts, re- 
sponsibility for the preparation and mainte- 
nance of confidential payrolls; 





general responsibility for centralized clerical 
services such as stenographic and duplicating 
service, reception and messenger service, and 
the receipt and distribution of mail ; 


general administrative responsibility for han- 

dling government regulations, orders and re- 

quests ; 

and similar services relating to the formula- 

tion of or assistance with the administration 

of company wide policies. 

“The controller, as I see it, has two major 
and increasingly important responsibilities, and 
in meeting these he must be helped by the in- 
dependent public accountants and by all others 
primarily engaged or interested in accounting 
work. 

“His first responsibility is to educate still fur- 
ther both top-management and departmental 
management in his own company as to the in- 
creasing need and value of accounting data, of 
cost and financial reports and of budgets and 
control devices. “His second responsibility, 
somewhat like his first, is to extend this under- 
standing and appreciation of the controller’s 
work throughout all business and industry so 
that in another quarter century the controller’s 
function will be taken as much for granted in 
business as is the work of the corporate secre- 
tary or treasurer at the present time. 

“When this condition is realized the control- 
ler will cease to be thought of merely as ‘the 
principal officer in charge of accounts’ which 
our study revealed is the only by-law reference 
to him—if he is referred to at all—but rather 
he will be considered one of those indispensable 
individuals whose counsel is necessary for the 
wise determination of business policies and for 
the efficient functioning of all department or 
phases of the business. While this is a program 
that will require time for its full realization, it 
is my opinion that only when this day arrives 
will the controller have realized fully his grow- 
ing responsibility both to the individual busi- 
ness which employs him and to our whole eco- 
nomic and business system.” 


SEC Reports Rise in Net 
Working Capital 


The net working capital of American cor- 
porations, exclusive of banks and insurance 
companies, reached another new high in the 
first quarter of 1945, estimated at $46.9 bil- 
lion as of March 31, 1945, according to the 
quarterly analysis recently made public by the 
Securities and Exchange Commission. 

During the three months, January through 
March 1945, working capital increased by 
$1.4 billion, a somewhat higher rate than pre- 
vailed during the year 1944. This increase can 
be fully accounted for by retained profits after 
taxes and dividends, the Commission stated. 

As in previous quarters, working capital at 
the end of March was in extremely liquid 
form with both cash and U. S. Government 
securities accounting for a very substantial por- 
tion of the total. The growth in working cap- 
ital during this quarter comprised an increase 
in current assets amounting to $600 million 
and a decrease in current liabilities amounting 
to $800 million. By far the largest change in 
any of the items of current assets or current 
liabilities was the $1.8 billion increase in cash 
on hand and in banks to the record total of 
$24.8 billion. This increase was partially off- 
set by the drop in U. S. Governments, amount- 
ing to $1.0 billion. Corporations’ holdings of 
U. S. Government securities, however, amount- 
ing to $19.8 billion, were still substantially in 
excess of their income tax liabilities of $16.1 
billion which have remained relatively con- 





stant for several quarters. Other changes in 
the current picture were the $800 million drop 
in notes and accounts payable and the reduction 
in receivables from the U. S. Government 
amounting to $400 million. There was com. 
paratively little change in any of the other 
components of working capital. 

In addition to the increase in working cap- 
ital, corporations continued to accumulate post- 
war credits in refundable taxes, raising the 
total of such refundable taxes to $2.3 billion 
as of March 31, 1945, an increase of $200 
million over the quarter. Other sources of sub- 
stantial refunds payable to corporations are the 
provisions of the income and excess-profits tax 
laws for carry-back of losses and unused ex- 
cess-profits credits, for accelerated amortiza- 
tion of emergency facilities, and for recom- 
putation of base-period income for excess- 
profits determination. As a result of the recent 
enactment of the Tax Adjustment Act of 1945, 
these tax refunds will hereafter be reflected 
in the net working capital position of corpo- 
rations. (It has been estimated that tax fe- 
funds resulting from the carry-back of losses 
and unused excess-profits credits and the tre- 
computation of amortization allowance will 
amount to $2.7 billion in addition to the $2.3 
billion of refundable taxes which had accumu- 
lated to March 31, 1945.) 

As for other items affecting the corporations’ 
financial position, there was on the assets side 
a drop of about $500 million in the net prop- 
erty account and on the liabilities side a re- 
duction of $500 million in long-term debt; 
both of these declines reflected a continuation 
of trends which characterized the two pre- 
ceding years. 





PENSION PLANS | 
(Continued from page 566) | 














Decrease production costs, 
Increase loyalty and efficiency of employees, 
Increase profits, 
Increase employee income thereby increasing 
purchasing power, 
Eliminate one of the greatest enemies of all men 
—FEAR—es pecially fear of poverty in old age. 
From personal observation, I can as- 
sure you that the value of a pension 
plan to the employer is in direct pro- 
portion to the employee’s appreciation 
of the plan and the employee's appre- 
ciation of the plan is in direct propor- 
tion to his understanding of the plan. 
As for the future of pension and 
profit-sharing plans, I am among those 
who believe that they are here to stay. 
As the number of trusts in effect con- 
tinues to grow and management gains 
experience in their operation, we can 
expect these plans to be regarded more 
and more as business necessity than as 
luxury. There probably will be less em- 
phasis in the future upon the cost of 
a plan and more on its effectiveness. 
Employers now considering Em- 
ployee Plans can benefit from past ex- 
perience of other employers having such 
plans. Last, and by no-means least, men 
who specialize in this field will more 
and more be called upon to act as a 
clearing house for employers to assist 
these empioyers in analyzing and digest- 
ing their way through a maze of tech- 
nical details into greatly improved cus- 
tom-made plans which will benefit 
employer and employee alike. 
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“May | assist you, Sir?” 


According to one inventor, this is 
how you should help folks up stairs. 
First you don a harness, then you 
apply a pressure-board, then .. . 

Oh, well... why go on? You get 
the point already. Some people just 
naturally insist on doing things the 
roundabout way. Personally, we’re 
agin it! 

To prove our viewpoint, we’ve de- 
vised a simpler way to do a certain 
job. That is, preparing payrolls. 





Stripped of complexities, free of per- 
plexing details, this system... unique 
of its kind . . . is called the Compt- 
ometer Check-and-Payroll Plan. 


Instead of endless posting, filing 
and paper-work, it requires merely 
a payroll check or a cash envelope. 
So quick, you can finish the payroll 
and get checks to employees in 
record time. So direct, you need no 
hard-to-find manpower or expensive 
machines, 


Device for Assisting Infirm 
Persons, U. 8. Patent No. 535,825, 
granted 1895. Patent description 
supplied upon request. 


Well worth investigating, don’t 
you agree? Get in touch with your 
nearest Comptometer Co. represen- 
tative. The Comptometer, made 
only by Felt & Tarrant Manufactur- 
ing Co., Chicago, is sold exclusively 
by the Comptometer Company, 1734 
N. Paulina Street, Chicago 22, Il. 


COMPTOMETER 


REG. U. S. PAT. OFF. 


Adding-Calculating Machines and Methods 





The Controller, November, 1945 











McConnell Pledges The Institute to Service | 








By Edwin E. McConnell, President, 


Controllers Institute of America 


Upon the occasion of his election to the presi- 
dency of the Controllers Institute of America, at the 
fourteenth annual meeting of The Institute in Chi- 
cago on September 24, 1945, Mr. McConnell pre- 
sented the following observations: 


It is with a feeling of deep appreciation and humility 
that I accept election to the office of President of the 
Controllers Institute of America. This organization 
has grown into a successful group of men interested in 
our profession, under the guidance and direction of my 
predecessors in office. They have attained, for the or- 
ganization, by their foresight and judgment, a high 
place in the industrial and national life of our country. 

During the coming year, our problems, both in The 
Institute and in our own private industrial life, will be 
many and complex. We shall need the assistance and 
cooperation of the members if we are to have a success- 
ful year, maintain the high standards already attained 
and go forward to a stronger and better organization. 

The Institute is a service organization. Unless it can 
render some benefits to members and to our industrial 
life, it cannot justify its existence. The mere collection 
of dues and the expenditure of such monies is not, in 
itself, sufficient. Expenditures must be made wisely for 
the benefit of members. 

Increase in membership, as such, is not important, 
unless the new members strengthen our organization 
and add to our prestige. We have reached a point in 
our organization life where an additional number of 
members is not the vital factor in the continuance of a 
successful organization. By these remarks I do not mean 
we should be exclusive, but rather selective, in order to 
maintain the high standards of membership attained at 
the present time. In other words, we should not lower 
our standards for the sake of an increase in the mem- 
bership of the organization. 


SERVICE TO MEMBERS 


How should The Institute serve its members ? Under 
our present organization the members can benefit in the 
following ways: 

1. Through the activities of the local Controls. 

2. By the services rendered by various committees 

of the The Institute. 
3. By the publication of our monthly magazine, 
“The Controller.” 

4. By action on the part of the national organiza- 
tion, on special and current problems of our 
members. 





The activities of the local Controls depend on the 
size of the Control. Smaller Controls can best serve 
their members by round table discussions of current 
problems, exchange of opinions, and a limited number 
of outside speakers. Round table discussions in meet- 
ings limited to members have proven successful and 
beneficial to the members attending. 

The larger Controls are faced with an entirely differ- 
ent problem, as the attendance of members is too large 
for discussions of mutual problems. Also they are faced 
with the necessity of providing attractive speakers to 
interest the members and obtain a representative at- 
tendance. In many cases, they are in competition with 
other organizations as regards attendance and must 
present interesting programs. 

Local Controls are the foundation of The Institute, 
and success of the organization depends on their 
strength. We are fortunate in having the direction and 
administration of the local Controls under the leader- 
ship of capable and loyal men. May we offer the assist- 
ance of the national organization to all Controls and 
our best wishes for a successful. administration? Any 
constructive suggestions to the national organization 
on any matter will be apprecitaed. 


NATIONAL ACTIVITY 


It is the policy of the national organization to form 
committees on current problems confronting the mem- 
bers. These committees, in the past, have given freely 
of their time and efforts and have aided all members of 
The Institute. It is not possible to keep members in- 
formed of all actions taken and results attained by these 
committees. However, they are a valuable part of our 
national organization. It must be remembered that, in 
order to obtain results, some members must devote 
considerable time from their industrial duties. We know 
that the members appreciate the efforts of the various 
committees, and especially the work of the chairmen, 
who have given unsparingly of their time under the 
abnormal conditions of the past three years. 

Many of our members cannot attend the meetings of 
the local Controls and, therefore, do not benefit from 
their membership in this manner. Their medium of con- 
tact is the monthly magazine, “The Controller.” This 
magazine has been successful under the editorship of 
our Managing Director, Mr. Arthur R. Tucker. We 
hope to maintain the high standard attained and would 
appreciate any suggestions as to how the magazine can 
better serve you. 

The least developed and, to my mind, the most im- 
portant manner in which The Institute can serve its 
members is in connection with current problems which 
do not justify action by a committee. 

I would like to cite an example of a current prob- 


(Please turn to page 582) 
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Postwar Tax Plan Outlined by The Institute 








The memorandum which is reproduced below 
was submitted on October 2, 1945 to Chairman 
Robert L. Doughton, of the Committee on Ways 
and Means of the House of Representatives. The 
memorandum was prepared by the Committee on 
Federal Taxation of the Controllers Institute of 
America, of which Mr. Oscar N. Lindahl, vice-presi- 
dent-Finance, Carnegie-Illinois Steel Corporation, 
Pittsburgh, is chairman. Mr. Lindahl is a past presi- 
dent of The Institute. 

Accompanying the memorandum was the follow- 
ing letter of transmittal to Mr. Doughton, signed 
by Mr. Arthur R. Tucker, Managing Director of 
The Institute: 


“The Committee on Federal Taxation, of 
the Controllers Institute of America, respect- 
fully presents the enclosed memorandum con- 
cerning a postwar plan of taxation, for consid- 
eration by the Committee on Ways and Means, 
of the House of Representatives. 

“The Committee realizes that for the most 
part the subjects dealt with in this memoran- 
dum are not to be considered for inclusion in 
the revenue legislation now under considera- 
tion, except as they may have a bearing on the 
provisions of the forthcoming bill. 

“Tt was felt that these suggestions might 
be useful when formulation of a later Act is 
undertaken. Additional memoranda, dealing 
more specifically with subjects which will then 
be under examination, will be submitted, per- 
haps orally if open hearings on that measure 
are conducted.” 


I. Tax Premises 

The tax system should be designed to meet the essen- 
tial cost of the federal government. The relationship be- 
tween expenditures and the taxes which they occasion 
may create a burden of taxation so heavy as to effec- 
tively prevent high levels of employment, production 
and consumption and may endanger the continuance of 
the free enterprise system. 

The system should also be definite in its require- 
ments, simple in administration, convenient in compli- 
ance, and equitable in its distribution of burdens on the 
taxpayers. 

The tax structure must have stability, particularly 
those features having to do with corporate and indi- 
vidual income taxes. 

Risk-taking by entrepreneurs and the investment of 





equity capital should be relieved as far as possible from 
tax restraints. 

The postwar tax law should be enacted in its entirety 
by Congress at the earliest possible time. No piecemea] 
adjustment of taxes should be considered. 

In the future, increases in tax rates should not be re- 
troactive but should become effective in the ensuing 
taxable year. Relief amendments should be optional 
with the taxpayer. 


II. Taxation of Business 

Congress should abolish the wartime excess profits 
tax, the capital stock tax, the declared value excess 
profits tax, the 2 per cent. penalty imposed for filing 
consolidated returns, the provisions requiring corpora- 
tions to include in gross income 15 per cent. of the 
dividends received from domestic corporations. 

The unused excess profits credit carry-back should 
be continued for two years after the war. 

The postwar corporate net income tax rate should 
not exceed 35 per cent. and should be lowered as in- 
dividual rates proposed herein are reduced. 

For corporations with incomes less than $50,000, the 
starting rate of tax should be approximately the same 
as the starting rate at which individual income is taxed. 
The effective tax rate should progress regularly upward 
until the rate at the $50,000 level is equal to the rate 
which will be applied to all corporations with net in- 
comes exceeding that figure. At no point should the ap- 
plied or effective rate of taxation be rapidly increased. 

Deductions for net operating losses should be subject 
to a carry-forward to the seven succeeding taxable 
years. For the two taxable years following the repeal of 
the excess profits tax, net operating losses shall first be 
carried back to the two preceding years and then car- 
ried forward to the seven succeeding years. 

Government financed enterprises competing with 
private enterprises should be taxed on a basis compara- 
bie with private enterprise. 


Ill. Taxation of Individuals 
The exemption for single persons should be $500 
and for married persons filing joint returns $1,000. The 
credit for dependents should be $500, and the present 
definition of a dependent should be continued. 
Individual income tax rates should progress from 
16 per cent. to a maximum of 75 per cent., the latter to 
be effective on net income in excess of $1,000,000. 
Dividends from domestic corporations should be ex- 
empted from the normal tax and the first bracket of the 
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surtax. (This is based on a combined exemption of 16 
per cent.) 

The withholding and other current tax provisions 
should be retained. 


IV. Capital Gains and Losses 

The tax rate on long-term capital gains should be ad- 
justed comparably with the starting rate on individuals. 
In line with what we believe to be a sound taxation 
policy, capital losses should be allowed on the same 
basis as the gains are taxed. 

‘The present provisions of I. R. C. Section 117 (j) and 
(k) should be retained. 


V. Estate and Gift Taxes 

In recent years the rates of the estate and gift taxes 
have been carried to heights which destroy initiative 
and confiscate funds which would otherwise be in- 
vested in private enterprise. 

An examination of this area of taxation is obviously 
needed, and should lead to a revision of the estate and 
gift tax laws providing more equitable and economic- 
ally sound treatment, and exploring the possibility of 
returning this field of taxation to the states with proper 
safeguards to prevent the creation of tax free areas. 


VI. Consumption Taxes 

In the postwar period, as in the pre-war period, selec- 
tive excise taxes should be employed to raise substan- 
tial revenue. In those instances where the wartime rates 
are so high that the federal revenue is thereby reduced, 
the tax should be reduced. 


VII. Social Security Taxes 

A careful re-examination of the whole social security 
system is desirable. This should include redetermina- 
tion of policies and other features and whether any re- 
vision in tax rates is necessary. 


VIII. Debt Reduction 

The expenditures of the federal government must be 
reduced as rapidly as possible following the end of the 
war to the lowest level consistent with good peacetime 
administration of our domestic affairs and the mainte- 
nance of world peace. One of the prime objectives of 
the postwar federal tax system must be to raise suf- 
ficient revenue to insure fiscal stability and maintain the 
integrity of the currency and the debt. The magnitude 
of the prospective tax load after the war demands an 
attitude of boldness in fiscal planning and requires the 
courage and vision to assume that a high level of pro- 
duction and employment is attainable, and taxes should 
be reduced in order to help toward this achievement. 
The tax structure and the budget should be so drawn 
as to make possible substantial reduction in the federal 
debt at a high level of employment. For a period of 
years after the war, the federal government will be in 
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the process of disposing of surplus commodities and 
war plants and may be receiving payments as results of 
lend-lease transactions. Congress should give every as- 
surance that any funds realized from such sources, to- 
gether with any surplus produced by taxes or other 
revenues, will be immediately applied to the reduction 
of the debt. 


IX. General 

More latitude should be granted to the taxpayer in 
his choice of the methods and rates of depreciation 
within the reasonable limits of generally accepted ac- 
counting principles. 

More care should be taken to insure that the Treas- 
ury interpretative regulations accord with Congres- 
sional purpose and intent, particularly with reference 
to stock, bonus, pension and profit sharing plans. 

Federal, state and local taxation should be coordi- 
nated as effectively as possible. 
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lem. Many of us secured necessity certificates in con- 
nection with emergency facilities. The war effort has 
been successfully concluded. We are faced with the 
procedure of filing non-necessity certificates for all fa- 
cilities which are not being used for the war effort or 
essential civilian production. The preparation of these 
certificates is a stupendous task of paper work, both for 
industry and for the government. A proclamation can 
eliminate all this unnecessary work. We should, as a na- 
tional organization, campaign for such a proclamation. 
(Epitor’s Note: Such a proclamation was made on 
September 29, 1945.) 

There are some problems concerning our organiza- 
tion which I would like to discuss briefly. We must 
contribute some effort to our national life. As one of 
the outstanding professional organizations in the coun- 
try we have an obligation to participate in national af- 
fairs in accordance with our abilities. We have a good 
reputation in Washington for our assistance to the 
various governmental agencies. As we have assisted 
these governmental agencies during the war, so should 
we serve during the days of reconversion and peace. 

We believe that the system of free enterprise should 
be continued in this country. Most of us have benefitted 
under this system and have been able to live a free and 
unfettered life of our own choosing. We have an ob- 
ligation to the public to present facts that will continue 
this way of life. 

We should not shirk our responsibilities to our 
members, to the government, and to the public. We 
have an opportunity, let us not miss it. 

Many times we are confronted with problems and an 
investigation discloses that no research work has been 
done on the particular problem. We, as individuals, do 
not have the time to do the proper amount of research 
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se You Wouldn’t Be as Near 
to Facts You Need 
as BNA Can Put You Now 


For no single individual could possibly contact 
each day all of the sources of information in Wash- 
ington. But, The Bureau of National Affairs, Inc., can! 
It employs the largest private staff of business and legal ex- 
perts, researchers, and writers in the nation’s capital. These 
men keep in constant contact with the government boards and 
agencies, the federal departments, Congress, the White House, the 
Supreme Court. They gather the rulings, orders, decisions, laws, programs, 
plans, and statistics in which you are interested. They organize them for fast 
referencé, analyze their impact on your business or profession. They bring Wash- 
ington to you—save you time, train fare, waiting, delays—often undue costs. 


WHAT INFORMATION DO YOU WANT FROM WASHINGTON? 


LABOR ?—Plans and experiences of com- RECONVERSION?—Controls on materi- 
panies and unions, trends, policy shifts? als, surplus property, contracts, price 
fixing, relaxations? 


WAGES ?—Prevailing rates, minimums, 
legal exemptions, overtime, bonuses,. rec- 
ord keeping? visions, exemptions, deductibles, decisions 


by courts ?. 


TAXES?—New programs, relief pro- L) 


. . vod 





DISPUTES ?—Peacetime _ settlements, 
WLB precedents, texts of agreements, 
bargaining data? 


EMPLOYMENT ?—Veterans’ rights, sen- 
iority, full employment, fair employment 
practices? 


LAW ?—Supreme Court decisions, prece- 
dents, agency rulings with legal force, 
new laws? 


INVENTION ?—Patent, trade mark, and 


copyright decisions, federal research? 


Check This Page And Mail It To Us 


THE BUREAU OF NATIONAL AFFAIRS, INC. 


24th and N Sts., N. W. 


Dept. H 


a 
L} 


Well Tell You How To Get The Information Quickly, Completely, Economically 


Washington 7, D. C. 
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For Corporation Officials 
Who Are Considering 


Pension Plans 


BECAUSE of its long-term importance a pension 
program calls for consideration of all available in- 
formation regarding various types of pension plans 
and methods of financing. 

This Bank’s experience, both in administering 
pension trusts and in assisting corporations in the 
development of suitable pension plans, is at your 
disposal. 

Officers of our Pension Trust Division special- 
izing in this work will be pleased to discuss with 
you, in broad outline or in such detail as you may 
wish, the factors that we believe you will desire to 
consider in connection with a pension plan adapted 
to your Company’s requirements. 





Our booklet, Pension Plan Fundamentals, available 
on request, condenses into 17 pages a review of the 
basic factors involved in developing and financing a 





satisfactory pension plan. 








Guaranty Trust Company 
of New York 


Capital Funds $310,000,000 
140 Broadway 
New York 15 
Madison Ave. at 60th St. 
New York 21 


Fifth Ave. at 44th St. 
New York 18 


London Paris Brussels 


Copyright, Guaranty Trust Company of New York, 1945 
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necessary to arrive at a satisfactory con- 
clusion of our problem. In order to fill 
this need the Controllership Foundation 
was established. Any project of this char- 
acter cannot be developed in a short per- 
iod of time. However, it is my firm opin- 
ion that the Controllership Foundation 
will be successful and will be the answer 
to many problems which are now con- 
fronting us and may develop in the fu- 
ture. 

May we have the wisdom, judgment 
and strength during the coming year to 
serve the members of the Controllers In- 
stitute of America. 








Changes in Controls’ 
Meeting Dates 


The following changes in regular 
meeting dates of Controls of The In- | 
stitute should be made in connection 
| with the list published on page 540 
| of the October issue of “The Control- | 
| er: | 
| Western Michigan Control now | 

meets on first WEDNESDAY instead 

of first Thursday. 
Buffalo now meets on SECOND | 
| Tuesday instead of first Tuesday. | 











Group Insurance Up by One-Third 


Group life insurance in the nation has main- 
tained its high level throughout the reconver- 
sion period with at least 33 per cent. more of 
this type of protection in force after the war 
than when the war began. Very few contracts, 
the Institute of Life Insurance reports, have 
been cancelled by employers since V-J Day. At 
the start of 1945 thirteen million workers in 
41,000 firms were covered by group life in- 
surance. This compares with ten million work- 
ers in 1940, and over six million in 1935. 


Atkisson Heads Internal Auditors 


Curtis T. Atkisson of Ebasco Services, Inc., 
was elected president of the Institute of In- 
ternal Auditors for 1945-46 at their annual 
meeting in New York. Arthur E. Hald of the 
Consolidated Edison Company of New York, 
was elected first vice-president; Arthur J. E. 
Child, Canada Packers, Ltd., second vice-presi- 
dent; and Theodore G. Zeh, American Surety 
Company of New York, treasurer. Mr. Atkis- 
son succeeds Alan Lauckner, assistant vice- 
president of the Central Hanover Bank and 
Trust Company, New York, as president of 
the Institute. 





WAR CONTRACTORS 
Renegotiation & Terminations 
By Competent Business Consultants—Experi- 


enced in Renegotiation and Termination Pro- 
ceedings While in Government Service. | 


| 
| 
| 


FAIR, FAST AND FINAL SETTLEMENTS 


This Will Relieve You of All Burden of Prep- } 
aration Necessary for Satisfactory Conclusion. | 


H. M. VANDERVOORT 
ASSOCIATES 
Raymond Commerce Building, Newark 2, N. J. 
Phone Market 2-0656 
Out-of-Town Inquiries Invited 
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It’s different with my business 


























Simmering on the back of the stove is 
many a man’s idea that his business 
forms need overhauling. 

“My business is different,” he will 
say. “We have special problems which 
ought to get special attention before 
the forms are designed.” 

Your business is different. Whether 
you make gloves, airplanes, armor 
suits, dress goods or baby chairs, your 
business forms should be engineered 
to your specific needs. 


A bank will not have the problems 
of an insurance company. A bus line 
will demand forms that a grocery store 
finds unnecessary. A corporation with 
many branches requires a treatment 
all its own. Moore knows this, and 
designs accordingly. 

The Moore representative is a form 
specialist. He will study your business 
forms, in co-operation with members 
of your organization. Then he will 
recommend for your needs. 


AMERICAN SALES BOOK CO., INC., NIAGARA FALLS AND ELMIRA, N. Y. 
PACIFIC MANIFOLDING BOOK CO., INC., EMERYVILLE; LOS ANGELES, CALIF. 
GILMAN FANFOLD CORP., NIAGARA FALLS, N. Y. 


COSBY-WIRTH MANIFOLD BOOK CO., MINNEAPOLIS, MINN. 
MOORE RESEARCH & SERVICE CO., INC., NIAGARA FALLS, N. Y 
SOUTHERN BUSINESS SYSTEMS, INC., ORLANDO, FLA. 


MOORE BUSINESS FORMS, INC. (New Southern Div.), DALLAS, TEX.; ATLANTA, GA. 


in Canada—Moore Business Forms, Ltd., succeeding Burt Business Forms, Ltd., Toronto 
Western Sales Book Co., Ltd., Winnipeg and Vancouver 
National Sales Check Book Co., Ltd., Montreal 





The ten companies below have long 
been under Moore ownership. Now 
they combine under the Moore name 
— without change in ownership, man- 
agement or policy. 

To find out, without any obligation, 
what Moore can do for your business, 
get in touch with the nearest Moore 
division, as listed below, or its local 
office. Moore is ready to supply you 
with everything from a simple sales 
book to the most elaborate forms. 


MOORE BUSINESS FORMS, inc. 


ADV. BY MN. W. AYER 























Mir. Cruisemere's 


ehh. Cruisemere was one of the firm’s 
old accountants, and a good one. Once 
when the accounting department had to 
work nights at the end of every month, 
Mr. Cruisemere devised a large clock 
face showing ninety-six hours, which he 
said the department needed the last day 
of the month. 

The Big Brass pointed out that a 
ninety-six hour clock wouldn’t make a 
ninety-six hour day. Mr. Cruisemere 
said that finding the extra time wasn’t his 
job, but the management’s. 

His little dig started people upstairs 
thinking—and_ eventually somebody 
thought of McBee. And now, with little 
overtime, the accounting department 
closes the books at the month-end. 
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McBee’s business is making the facts 
ofa business available faster... with the 
right methods and a minimum of records 
currently maintained without delay in 
transmission, for the quickest and most 
comprehensive service. 


For production and stock control ; 
payroll compilation, cost and material 
distribution; personnel, sales analysis 
and research—McBee methods and 
products save time, expense and worry 
..-do not involve elaborate mechanical 
installations — or special training of 
staff... have served thousands of firms 
successfully. And all our experience is at 
your disposal... Call any McBee office 
for consultation. 


<r THE McBEE COMPANY 


E MANUFACTURERS OF KEYSORT 


295 Madison Ave., New York 17... Offices in princtpal cities 








RECONVERSION PROBLEMS | 
| (Continued from page 567) : 


| 








custom here, it was not expected that 
there would be Saturday closing of de- 
partment stores in this area. 

A poll was taken of the number of 
firms who had granted horizontal pay in- 
creases upon the return of the 40-hour 
week. It was found that very few who had 
reduced their hours had made any change 
in the hourly rate, but in spite of this fact 
employees generally were pleased with 
the reduction to a five-day week. The 
opinion was also expressed, however, that 
this satisfaction represented a temporary 
relief from the restraint of long hours 
and it was generally expected that in- 
creases in wage rates were ahead in the 
near future. 

The lifting of Government regulations, 
particularly war manpower and wage con- 
trols were hailed as extremely helpful to 
the controller in meeting his personnel 
problems. However, a number of prob- 
lems of interpretation were mentioned, 
among them a ruling of a local Govern- 
ment agency that wage and salary in- 
creases could not be made without ap- 
proval if it “reduced profits subject to 
renegotiation.’” The question was also 
raised as to whether the reduction of 
hours of salaried employees who had not 
been receiving overtime constituted a 
wage increase which under certain cir- 
cumstances might still require approval. 

The reduction of hours to the normal 
workweek is apparently being watched 
with interest by the Navy as several of 
those present stated that they had received 
inquiries from the Navy on their plans to 
reduce hours accompanied by a threat to 
reduce the contract price where such re- 
duction was made. 

There was considerable discussion about 
the phenomenon of a large number of 
unemployed in this area who were un- 
willing to take jobs although thousands 
of vacancies are unfilled particularly in 
the service industries. One of those pres- 
ent, however, expressed the opinion that 
this was not due entirely to the wage sit- 
uation but rather to fatigue and an emo- 
tional let-down following the close of the 
war. 

This speaker mentioned that in reor- 
ganizing their operations they have laid 
off and attempted to re-hire several thou- 
sand people in the same classifications 
and at the same salary rates as those pre- 
vailing during the war. In spite of this 
fact, however, they have been unable to 
re-fill the positions which have been va- 
cated even at the same classifications and 
at the same wages. 

* * * 

Security comes only through activity, ¢o- 
operation, change and courage-——Roger W 
Babson. 
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These’T'ruckers set a sizzling pace 


MELE LET LL IDE LEDC LE LLEDTE SEE 





How would you like 


@ 50% clerical savings! 


@ Constant proof of accuracy! 
@ Fast credit authorization ! 
@ Simplified collection control ! 


One of the first to see the revolution- 
ary advantages of Simplified Unit 
Accounting with Kolect-A-Matic 
equipment, Commercial Motor 
Freight Inc. (Columbus, Ohio) says 
now after five years— 

“With any other method at least 
eight clerks would be required to do the 
work we do with four bookkeepers. 
Kolect-A-Matic enables us to handle 
a volume of some 5,000 invoices daily 
with clerical economy, accuracy and 
favorable collections without parallel 
in our experience! 

If you are a manufacturer or 
wholesaler, there’s something here 
for you! Especially now that the 
cost of doing business must be kept 
at bed-rock levels! 








in handling 
ACCOUNTS 
RECEIVABLE 





KOLECT-A-MATIC 


Under this unique plan, charges 
are posted simply by filing invoice 
copies in Kolect-A-Matic pockets. 
No ledger sheets are used. To post 
credits, invoices are merely removed 
from the pockets and stamped 
“Paid.” 

In the visible margin of each 
pocket, Graph-A-Matic signal con- 
trol flashes the month of the oldest 
unpaid invoice for fast, accurate 
credit decisions and selective collec- 


Simplified Unit Invoice 


Accounting Plan 





tion follow-up. Complete proof of 
figures is maintained constantly with 
minimum effort. 

For point-of-use, fire protection 
of irreplaceable records, Kolect-A- 
Matic equipment can be housed in 
insulated Safe-Ledger Trays. 
> WRITE TODAY for free booklet 
KD-253, a graphic portrayal of this 
system at work! Address our nearest 
Branch Office, or Systems Head- 
quarters in New York. 








315 Fourth Ave., New York 10, N. Y. 


COPYRIGHT 1945, REM 


SYSTEMS DIVISION 


REMINGTON RAND 
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Scanning the Controllership Scene 








Excess Tax Payments Refunded 

The Treasury Department announces that approximately 
21,000,000 taxpayers have received refunds totalling about 
$1,000,000,000, substantially all of which was in repayment 
for tax withheld from their wages in excess of their tax li- 
ability for 1944. It is announced that the mailing of refund 
checks to individual income tax payers was completed about 
mid-September. It was indicated that this task was finished 
well ahead of schedule. Joseph D. Nunan, Jr., Commis- 
sioner of Internal Revenue, said that this accomplishment 
brought him personally a great deal of satisfaction which he 
shares with collectors of internal revenue and the head of 
the Processing Division. 


Employment Services Returning to States? 


The House of Representatives has voted the return of employment 
services to state operation. At this writing action had not been 
taken by the Senate. The tax for old age and survivors’ insurance 
will remain at one per cent. for 1946. 


Consumer Must Not Be Overlooked by Management 

or Labor When Negotiating 

Both employers and employees should take care that they do 
not " price themselves out of the market” and wreck their com- 
mon enterprise through seeking prices and wages that are rela- 
tively too high, declares a special report issued recently by the 
Labor Committee of the Twentieth Century Fund, which asserts 
that America’s welfare urgently demands a new and more con- 
structive approach to collective bargaining. The committee in- 
cludes a former president of the National Association of Manu- 
facturers, representatives of the AFL and CIO, former govern- 
ment officials, and economists. 

Specifically, the committee recommended that labor and man- 
agement recognize the interests of ‘a third party, the consumer,” 
in their negotiations and that they consider the effects of their 
bargaining on the economic system as a whole. The committee 
also recommended that both labor and management make 
greater use of economists, engineers and impartial fact-finding 
techniques, and that management and unions together explore 
the possibilities of market-wide collective bargaining. 


Annual Wage Plan Presents a Paradox 

An annual wage plan can be best applied when it is least 
needed and when it is most needed, it can be least applied. 
But most companies could make a beginning toward more 
stable employment. These are the major conclusions of a 
study of annual wages and employment stabilization tech- 
niques, announced by the American Management Associa- 
tion. The study, under way for ten months and to which 
hundreds of companies in many varied types of industries 
contributed data and experience, points out that industries 
in which demand is stable or expanding can most easily af- 
ford wage guarantees; that such guarantees can be more 
readily instituted in consumer lines than in heavy industry ; 
but that the proportion of companies which can guarantee 
employment—not necessarily on an annual basis, but to some 
degree—is larger than might be supposed. 

“Once business realizes that the cost of labor really does 
not disappear when men are laid off, much greater efforts 
toward a high level of employment may ‘be made by each 
firm,” the study declares. “For when a company lays off 
men, the cost of labor merely changes its form and comes 
back to plague not only the firm itself, but many others as 
well.” 





Will Full Employment Mean Fiat Employment? 


Fiat employment will be the end result of the full employ- 
ment bill, if enacted. That is the viewpoint of Harley I. Lutz, 
professor of public finance of Princeton University, and econo- 
mist of Tax Foundation. In an analysis of the full employment 
bill, as passed by the Senate, which he published in the October 
issue of “The Tax Review,’ Dr. Lutz declares, in closing, that 
the full employment bill’s “devices which are assumed to oper- 
ate as stimulants to private enterprise, will prove to be depres- 
sants instead. The primary result of the Murray bill will be to 
increase rather than decrease unemployment in the private sec- 
tor of the economy. There will always be a case for federal 
action to relieve the situation which will have been aggravated, 
if not created, by the kind of governmental intervention that is 
contemplated in this bill.” 

Members of the Controllers Institute of America will be in- 
terested in checking his views with those of Dr. Virgil Jordan, 
of the National Industrial Conference Board, as expressed in 
the pamphlet "Full Employment and Freedom in America,” 
which was sent to members of The Institute during the summer. 
A differing view was presented by Franzy Eakin in the October 
issue of THE CONTROLLER. 


Effect of Excess Profits Tax on Earnings and Dividends 


What happened to corporate earnings and cash dividends on com- 
mon stock after excess profits taxes were imposed was the subject 
of an article in the August 1945 issue of ‘The Exchange,” monthly 
publication of the New York Stock Exchange. Surveying twenty-five 
corporations with securities listed on the New York Stock Exchange, 
it was found that, of the twenty-five corporations, thirteen earned 
more in 1944 after allowing for taxes, than they did in 1939. Ten 
of the twenty-five paid higher dividends in 1944 than in 1939 and 
seven corporations paid less. 


Postwar Tax Recommendations of Machinery Institute 


A study of postwar taxation from the standpoint of its ef- 
fect on the supply and flow of enterprise capital, by the Ma- 
chinery and Allied Products Institute, resulted in the following 
summary of recommendations: 

1. (a) Repeal the wartime excess-profits tax as of the end of 
1945, retaining for at least one year thereafter the privilege of 
carrying back unused excess-profits credits, and (b) Repeal, as 
of the end of 1945, the declared-value excess profits tax and 
the related capital stock tax. 

2. Reduce the combined normal and surtax rate on corpora- 
tions to a flat rate substantially below the present 40 per cent. 
(preferably to the first-bracket rate on individuals) and apply 
it without exemptions or graduations. 

3. Abolish the double taxation of dividends (a) by allow- 
ing individual stockholders to credit against their personal in- 
come tax a percentage of their dividend income equal to the 
tax rate applicable to the income of corporations, and (b) by 
increasing from the present 85 per cent. to 100 per cent. the 
credit for intercorporate dividends. 

4. Extend the carry-over of losses to six years. 

5. Rationalize tax depreciation policy by revoking the 1934 
mandate to the Treasury and directing it to allow reasonable 
latitude to the taxpayer's own judgment. 

6. Moderate the progression of rates on personal income 50 
that the highest rate applicable to any portion thereof does not 
exceed 50 per cent. 

7. Reduce the capital gains tax and allow full deduction of 
losses. 
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STATEMENT 


GEO. M. BELL 


DIESEL TracTracTors 
BRAWLEY 


FARMALL Tractors 


$54 CALIPATRIA 
Pras! Phone 257 
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OR more than thirty years, 
Monroe Calculating Machines 
have maintained leadership. The 
mechanical excellence responsible 
for this record is built into Monroe 
Accounting and Listing Machines. 
Their modern design permits new 
methods and new economies in me- 
chanical accounting. 


For example, posting and prov- 
ing of Accounts Receivable “the 
Monroe Way” establishes a new 
standard of speed and simplicity. 
Statements are completed on time 
because they are produced and 
proved simultaneously with cus- 
tomer’s Ledger and the Journal, 


, eliminating month-end peak loads. 


With a simple turn of the pro- 
gram bar, this same Monroe is 
instantly ready for Payroll Ac- 
counting, Stock Records, Accounts 
Payable, ete., and it is always avail- 
able as an adding machine. 


Let a nearby representative ex- 
plain Monroe advantages. Sales and 
service available through Monroe- 
owned offices in all principal cities. 
Monroe Calculating Machine Co.. 
Inc., Orange, N. J. 





Forms produced through courtesy of 
George M. Bell, San Diego, California. 
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“ mip YOU 
CHECK YOUR 


: FIGURING 


FOR ERRORS, 7 FRY: 
| 















Mr. Jones needs 


the Pxdutéug CALCULATOR 


With a Printing Calculator, Jones could easily 
have found his dynamite figures were wrong! 







The Printing Calculator stops errors and saves 









time by simultaneously working, printing and 5000 
proving your problems—as the tape shows. 275 
It takes the place of two machines: 5278s 
the ordinary adding machine that 925. 
cannot calculate, and the ordinary 
“75 Os 





calculator that cannot print. : 


The Printing Calculator is the ONLY ma- 
chine that prints as it divides automatically, 
multiplies, adds and subtracts on your work. 
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Position Wanted 











Assistant Controller 


Assistant Controller of medium sized petro- 
leum refiner desires similar position in any in- 
dustry with good advancement possibilities. 
College trained, age 41, wide experience, salary 
reasonable. Address, Box 538, THE CoNTROL- 
LER, One East Forty-Second Street, New York 
iv, N. tis 





| Position Open 











Budget Assistant to Comptroller 
National organization needs man experienced 
in installation and operation of budgets as as- 
sistant to Comptroller. Salary commensurate 
with experience and ability. Address: Box 
539, THE CONTROLLER, One East Forty-Second 
Street, New York 17, N. Y. 












Businessmen everywhere say it is ideal for 
percentages, extensions, payrolls and 
all other figuring. They say it cuts 
costs and saves time. 













Cut your costs, save your time! 
Phone the nearest Remington 
Rand office today, or write to 
us at New York 10, N. Y., 
for the free booklet TOPS. 



















: Buy, Keep |. 
1 Victory Bonds 
C3 












4 
OPPORTUNITIES 


Each a management position 
in a profitable distributorship 


Good salary plus participa- 
tion (no capital required) 


Accounting experience 
essential 


In each of four cities of the U.S.A., a 

* distributor has need for a management 
associate to operate the accounting and 
credit end of the business—so that the 
top man may concentrate on sales. 


This is not a case of trouble to be cor- 
rected. In every instance it is a new 
company taking over an existing fran- 
chise, representing well-known na- 
tional brands of an important manu- 
facturer of packaged goods. Exclusive 
territory. 


Please write fully about experience in 
accounting and credit-to-retailers, also 
education, age, family status. 


Address Communications to: 


Box No. 537 
THE CONTROLLER 
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In 1745 years of advancement we still don’t claim to be able to eliminate 


your domestic problems by getting you home in time for supper. BUT 
WE DO KNOW THAT WITH JUST A TURN OF THIS DIAL you will get new speed, accuracy 


and efficiency in preparing your payrolls! 


It's the basis for’ all payroll systems. It makes an easy operation out of a tedious job and 
eliminates all the scratch-pad pencil work necessary to compute time worked. One dial 
setting translates recordings made on time tickets and clockcards into actual hours and 


fractions of hours worked. 


THE TIME DIAL 





ZERO INORZ 
time 





Retail Price $1.35 Each 


It is sturdily made of satin finished alumi- 
num, with black anodized figures that will 
not wear off. It is 4” in diameter, pocket- 
size for on-the-spot calculations. 
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CALL YOUR LOCAL DEALER OR 
WRITE TODAY 


R. E. BOYSE, 1417 BLISS STREET, SAGINAW, MICHIGAN 
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Reviews of Recent Publications 








A Look Into the Future 


POSTWAR FISCAL REQUIREMENTS—FED- 
ERAL, STATE AND LOCAL. By Louis H. 
Kimmel and Associates. Published by the 
Brookings Institution, Washington, D. C., 159 
PP. 

The war years and those immediately preced- 
ing have been notably marked by forecasts and 
prophesies of sound and/or unsound quality. 
The minds of thinking men have been devoted 
in large measures to what might happen next 
month, next year, to the probable detriment of 
that which is and has been happening today and 
yesterday. 

Here is a book which endeavors to measure 
the levels (and trends) of government expen- 


ditures in the fiscal year 1948-49. The authors 
base their conclusions on the assumption that 
World War II would end in mid 1946, that the 
rate of service casualties, and hence their ulti- 
mate costs would extend through this poten- 
tial duration at the same rate as in the early days 
of the war. The book was written prior to the 
death of Franklin D. Roosevelt and was pub- 
lished in May, 1945 at a time when many “‘fu- 
ture” events seemed imminent but which have 
since failed to materialize. 

Nevertheless, the authors have compiled a 
most creditable work in their efforts to interpret 
prevailing public policies and attitudes in rela- 
tion to the level of government expenditures, 
Federal, State and Local; and to measure the 
shift in expenditures between the three types 


MONTGOMERY'S 
Federal Taxes on 


Corporations 1945-46 











MONTGOMERY'S 


Federal Taxes on ESTATES, TRUSTS and GIFTS 1945-46 


gomery’s tax books has been relied on 


Covers as in previous issues the ap- 


plication of the federal estate tax, gift by tax accountants. trust officers, at- 
tax, and those features of income tax torneys and all who administer or own 
peculiar to decedents, estates and property. New 1945-46 manual in prep- 


trusts. Special emphasis on intelligent 
estate planning. 
Since 1917 the counsel of Mont- 


retary of the Treasury). 


ing operations, there come 


income?” The soundness of 





A TAX PROGRAM for a Solvent America 
A Report by The Committee on Postwar Tax Policy (is 


JUST OUT: This is the plan that has 
been receiving such wide and favorable 
comment from the press of the nation. 
It offers recommendations of leading 
fiscal authorities for revising the fed- 
eral tax system to fit the transitional 


other new books on taxes 


aration, 
ments in the law and its opera- $7 50 
tion. Order your new issue now. : 


tions involving the question, 
this transaction give rise to taxable 


cedure adopted may well turn 


and postwar years—recommendations of 
vital importance now to every taxpayer, 
corporate or individual. F 

“Probably the soundest tax proposalyet, | 
Suggestious .. 
practical at this time.” Taxes 


ORDER YOUR NEW ISSUE NOW 


ONTGOMERY’S FEDERAL TAXES ON CORPORATIONS is the financial 
M0 irccr s answer to the help required on this year’s ———- 
tax problems—suc h as benefits under the Tax Adjustment Act; 
clusion of income from terminated war contracts ; treatment of recon- 
version expenses. Eve y.hing in one place for quick reference and easy 
application: changes in the law; developments in its administration ; 
experience-founded counsel on what to watch for, what to do. 


Standard since 1917 with tax specialists and corporation executives. 


Un:que presentation, nowhere else paralleled or 
duplicated. New 1945-46 issue in preparation. 2 Vols., $15.00 





bringing up-to-date develop- 





EVISED 


TAXABLE INCOME —A Complete, Up-to-Date Study RE TION 

By Roswell Magill (Former Under Sec- knowledge of what the courts uve 
Continually 
in tax work, and in related account- 


held in the cases that have come be- 
fore them. For guidance in these situa- 
situa- tions, here is a comprehensive analysis 
“Does of the reasoning the federal courts 
and Congress have followed in de- 


the pro- termining what is taxable 
on a_ income. $6.00 
Pe 
i 7 TAX PROGR. 
swell Magill, ) es Moe 
£ 
k 





. eminent.y $3.00 : 


The Ronald Press Company, Publishers 


ESTABLISHED 1900 


New York 10, N.Y. 





15 East 26th Street 


of government. The book presents some ex- 
tremely interesting deductions in these respects 
and the reader is impressed with the apparent 
logic of conclusions which are almost wholly 
based upon a series of indefinite premises. It 
involves a series of statisticians’ exercises in 
projections but it is a task done with positive 
clarity and soundness of approach. 

Your reviewer suggests that the book will be 
of particular interest to tax men, to legislators 
and public spirited citizens and particularly to 
controllers who are given more to the prespec- 
tives of their problems than to the details of 
them. Here can be found an appealing expres- 
sion of the authors’ well-considered views on 
future tax levels, interest rates and the value 
of money. The reader is certain to find a 
broader scale for his financial thinking as well 
as a carefully studied and rationalized analysis 
of social trends and tendencies in America, with 
particular reference to the ultimate financial 
costs inherent therein. 

Read this book and achieve a better realiza- 
tion of what an accelerating leftist tendency in 
our Federal, State and Local governments and 
in our public attitudes and planning will cost 
all of us, i.e., cost us in dollars! 

Reviewed by Harotp C. Stotr 
Philadelphia, Pennsylvania. 


Tax Volume Issued 


Proceedings of the Annual Institute on Fed- 
eral Taxation sponsored by New York Uni- 
versity are included in a special volume which 
may be obtained through inquiry to the Di- 
vision of General Education, New York Uni- 
versity, 100 Washington Square East, New 
York 3, N. Y. The contents cover a wide va- 
riety of subjects including such topics as Es- 
tate Planning and Estate Taxes, Employees 
Trusts and Profit Sharing Plans, Reorganiza- 
tion, Capital Gains and Losses, Corporate Divi- 
dend Problems, Postwar Tax Policy, Section 
722, Family Partnerships, and many other sub- 
jects of like import. 








PUBLICATIONS TO BE REVIEWED 
IN DECEMBER ISSUE 
Tax Relief under Section 722, by Paul 
W. Ellis, published by the National In- 
dustrial Conference Board. 
Guide Posts to a Free Economy, by | 
Harley L. Lutz, published by McGraw- 
| Hill Publishing Company, Inc. 














rs 7 
pension 

and profit- 
sharing plans 


Write for Pamphlet 
“Recent Developments” 


PENSION PLANNING COMPANY 
Actuarial Consultants 


MEYER M. GOLDSTEIN, C.L. U. 
Director 


527 Fifth Avenue, New York 17 
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Here’s help on ways to 


Streamline your 
paper work functions 


with 


_ Mimeograph 


duplication 











Right now, while you're in the midst of recon- 
version problems, is the time of times to get 
the benefits of what Mimeograph* duplica- 


tion has to offer in advanced paper work ' 


methods. 

These methods have been developed to 
control, speed, and systematize factory func- 
tions. They supplement and tie in with plant 
layout and other factors that increase efh- 
ciency. 

With all of them, one writing takes the 















COPYRIGHT, A. B. DICK COMPANY 


place of many. There is complete, accurate 
control all along the line. All copies produced 
are clean, clear, black on white, and they 
won’t smudge or fade. 

Take steps now to learn how Mimeograph 
duplication can serve you, by mailing the 
coupon below for free folders describing these 
three major functions: “Purchasing, Receiving 
and Inspection,” “Shipping and Billing,” and 
“Complete Production Control.” 


A. B. Dick Company, Chicago 


A. B. Dick Company, Dept. Q-1145 
720 W. Jackson Blvd., Chicago 6 


Please send me literature on the following: 


ie Purchasing, Receiving and Inspection 
[] Shipping and Billing 
C] Complete Production Control 


COMPANY 
ADDRESS 
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Mimeograph duplicator 


4*MIMEOGRAPH is the trade-mark of A. B. Dick Company, Chicago, registered in the U. S. Patent Office 








Said the Young Printer to the Old Timer: 


What's “air drying” in the paper business? 
Sounds to me like a hair dresser. 


Said the Old Timer to the Young Printer: 


It’s an additional process used only at mills making the finest 
paper. It makes the paper stronger and improves the surface 
for writing and erasure. 


‘After the paper is dried and rolled off Parsons ledger papers and card stocks 
the Fourdrinier machine, it’s put through for record-keeping purposes (technically 
another machine about half the size of known as index bristols) are not pasted- 
a house. First it goes through another together sheets, but are single, solid 
vat of sizing and then up and down and pieces with both the necessary flexibility 
overa series of rollers while hotair blows and ‘‘snap’’. An erasure not only leaves 
on it from above and below. The paper the same color, but a smooth, hard sur- 
is not under tension, and the rolls are not face as well, capable of taking a re-entry 
heated. Ordinary papers don’t get this from pen, pencil, typewriter or book- 
additional strengthening treatment.” keeping machine. 

And that’s only one of the many ad- When you buy record-keeping papers, 
ditional processes and materials thatmake card or ledger, specify Parsons. Then 
Parsons papers better. All Parsons papers you'll have the best there is in a cotton 
are made with stout cotton fibers, to fiber paper for this job where paper takes 
stand up under use and abuse. a beating and has to be good. 





PARSONS PAPER COMPANY e HOLYOKE, MASSACHUSETTS 
PRM. ih ee es 
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Matar 
Widmayer Named New York City 
Control President To Succeed Boedeker 


William Widmayer, comptroller of Guar- 
anty Trust Company of New York, was 
elected on October 18, 1945 as president of 
the New York City Control to succeed My- 
ron J. Boedeker, former controller of Johns- 
Manville Corporation, who resigned to be- 
come associated with Lybrand, Ross Brothers 
& Montgomery, of Los Angeles. 

Mr. Widmayer was born in New York City 
and attended Columbia University. In 1929 
he was appointed assistant comptroller of 
Guaranty Trust Company of New York and 
in 1930 was named second vice president in 
charge of banking operations. In December 
1940 he was appointed comptroller. 

During the period from 1930 to 1939 he 
served at different times as a member of the 
Sub-Committee of the New York Clearing 
House and was chairman of that Committee 
for two years. He is presently serving as a 
member of the Research Committee of the 
National Association of Bank Auditors and 
Comptrollers. 

Mr. Widmayer was elected a member of 
the Board of Directors of the New York City 
Control in 1944, He has been serving since 
that time as a Director and as Chairman of 
the New York State Joint Legislative Com- 
mittee. 





President McConnell Visits 
Local Controls 


The Institute’s national president, Mr. 
E. E. McConnell, controller of Norton 
Company, Worcester, Massachusetts, vis- 
ited three local Controls during October. 

On October 23, Mr. McConnell was a 
guest of honor at the tenth anniversary 
celebration of the St. Louis Control in 
that city. He also attended the meeting 
of the Indianapolis Control on October 
24, and on October 30 was honored by 
his fellow-members in the Boston Con- | 
trol, at a meeting in that city. | 

Mr. McConnell hopes to visit a num- 
ber of other Controls of The Institute | 
during the course of his presidential 
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into the STOCK ROOM 


National Motor Bearing Co., Redwood City, Calif., maintains 
balanced, active inventories with Remington Rand 
Punched-Card Accounting Methods. 


@ Keeping an adequate volume of 
widely distributed merchandise where 
it is needed, when it is needed, scaled 
to safe operating levels, is an ever- 
present problem of business. How 
punched cards solved this problem for 
National Motor Bearing is revealed in 
the following report: 

“We manufacture some 6000 items 
of oil seals and shims used extensively 
in automotive equipment, and average 
5000 production orders a month. Over 
3000 items are carried at each of our six 
warehouses. 

“Under our old manual method, in- 
ventory records were inaccurate be- 
cause of mathematical and posting 
errors which caused unbalanced stocks 
and shortages. Now, with punched unit- 
inventory cards, we tabulate a stock 
report every 10 days. Our semi-annual 


« KWIK-FAX e 


.. Exclusive... 
REMINGTON RAND 
INTERFILING 
REPRODUCING 
PUNCH 
duplicates, repeat-punches, selects, 
compares, transposes, sorts, and 
verifies cards at the rate of 6,000 to 


12,000 an hour, combining in one 
machine the functions of several. 


BUY BONDS— Complete the Victory! 


physical inventory checks 98% accu- 
rate with the cards. 

“Punched-cards are also used to 
maintain a coordinated raw materials 
and assembly line stock control. 

“Inventory is costed monthly by the 
Interfiling Reproducing Punch. This 
versatile machine is of great help in 
producing accurate reports and sim- 
plifying accounting routine. 

“Quarterly inventory reports aid 
manufacturing schedules by tabulating 
for the period and year to date the 
sales and unfilled orders, as well as 
inventory. 

“The yearly report rates items in or- 
der of popularity. Dealers and jobbers 
observe this in stocking. 

“Inventory and sales reports cover- 
ing two or more years warn us of ap- 
proaching obsolescence of any item. 





“A priority analysis is made to cover 
daily shipments. Unfilled orders are 
summarized quarterly. 

“The benefits we derive from Rem- 
ington Rand Punched-Card Accounting 
Methods include the volume of work 
done, the speed with which it is per- 
formed, the accuracy of the reports, 
and the guidance that management gets 
in making decisions. 

“We believe that we have been fully 
justified in mechanizing our account- 
ing methods.” 

More complete information on this 
application of punched cards to stock 
control is given in Certified Report No. 
4314. Copies may be obtained by writ- 
ing to our nearest branch or to Reming- 
ton Rand Inc., Tabulating Machines 
Div., Room 1766, 315 Fourth Avenue, 
New York 10, N. Y. 


PUNCHED-CARD ACCOUNTING 


The HOLE 
the Symbol 


Write for: “THE HOLE-STORY of Punched-Card Accounting” 
the book that tells a vital story to business. It’s FREE! 


MAR K of a Method 


of Accuracy 



















Special Reconversion Tax Aids 
Asked for Small Business 


Special reconversion tax aids to small busi- 
ness, in the form of accelerated depreciation 
on capital equipment, extension of carry- 
over of business losses to six years, and other 
investment incentives, were proposed in Oc- 
tober by the House Small Business Commit- 
tee. The proposals were turned over to the 
Ways and Means Committee, with the sug- 
gestion that the latter initiate a series of pub- 
lic hearings with a view to drafting specific 
tax legislation to assist small companies in 


the transition to peacetime production. The 
New York ‘Journal of Commerce” reported. 

The detailed findings of the committee re- 
port were as follows: 


1. The small company which does not pos- 
sess large cash reserves is entitled to the 
elective use of some sort of accelerated de- 
preciation plan on purchases of plant and 
equipment for the next few years during the 
continuation of high tax rates. 

2. The two-year carry-back of the unused 





WHEN YOU’RE PLANNING 
AN ACCOUNTING SYSTEM 


Call upon Addressing Machine & Equipment Co. for unbiased in- 
formation as to the best system to use. There is a bookkeeping or 
billing machine here to fit every need—at great savings. Each ma- 
chine is completely reconditioned and guaranteed for one year. 





ADDRESSING MACHINE & EQUIPMENT CO. 


326 BROADWAY . 


NEW YORK 7, N. Y. ’ 


WO 2-5337 
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excess-profits credit should be continued for 
the two taxable years after the repeal of the 
excess pfofits tax law. 

3. To partially compensate for the fluctu- 
ating fortunes of business, particularly among 
the smaller segments where the fluctuation 
is greatest, the present carry-over of busi- 
ness losses should be lengthened to a period 
of at least five or six years. 

4. The individual proprietorships and 
partnerships, in some cases today are subject 
to a higher tax rate than corporations. The 
suggestion has been made that an individual 
partner or proprietor might well be per- 
mitted to elect to divide his income into two 
classes for tax purposes as follows: (a) in- 
come derived from his purely investment 
cap‘tal to be taxed at individual rates, and 
(b) income derived from his business invest- 
ment at corporate tax rates. 

5. Regulations of the Bureau of Internal 
Revenue relative to the tax relief clause 
known as Section 722 of the Internal Rey- 
enue Code are too cumbersome and involved 
for the average small firm to be able to suc- 
cessfully process a claim under this section 
without expensive negotiation and detailed 
accounting ass‘stance. These criteria need 
to be clarified either by statute or revision 
of the regulations so that the original intent 
of the Congress in the adoption of this meas- 
ure shall be followed. 

6. Small companies subject to renegotia- 
tion claims which can show a reasonable ex- 
pectancy of being able to liqu‘date a long- 
term settlement of the account should be 
permitted to arrange such terms if necessary 
to stave off financial embarrassment during 
the reconversion period. According to the 
War Contracts Price Adjustment Board, this 
procedure is no longer possible under the 
First War Powers Act although term pay- 
ments were permitted during wartime. 

7. Companies which have suffered inequi- 
table and unavoidable losses while process- 
ing war contracts and are now precluded 
from getting any price relief under the first 
War Powers Act should be aided by legisla- 
tion which would extend to them the same 
relief provisions granted them during war- 
time regardless of when their work on the 
contracts in quest‘on was completed. 

8. The small company, usually new or only 
a few years old, is handicapped under pres- 
ent tax laws in accumulating adequate finan- 
cial reserves with which to compete with 
other established firms which built up their 
reserves in a more favorable taxation climate. 
In the present period of transition from war 
to peace the examples of firms in this plight 
are numerous. 

9. The company, usually a small and not 
too-well-informed one, which increased its 
plant and equipment facilities during war- 
time to engage in war work but failed to se- 
cure a certificate of necessity for tax amotti- 
zation purposes from the proper Government 
agency is entitled to have the same charge- 
off privilege that was accorded other com- 
panies which did secure these certificates 
from the Government. 


Seattle Control Names 
Committee Chairmen 


Committee chairmen for the current year 
were named by President R. P. Steen, president 
of the Seattle Control at the September 27 din- 
ner meeting. They include: Membership Com- 
mittee, F. R. Atcheson; Program Committee, 
J. H. Clawson; Education Committee, Frank 
Killien; Accounting Practices Committee, Ralph 
B. Bush; Federal Taxation Committee, A. M. 
Ahlskog; Social Security and Payroll Pro- 
cedures Committee, P. R. Dunbar; War Con- 
tracts Committee, Harry O'Connell; Personnel 
and Department Organization Committee, C. 
S. Mason. 
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LETTERS 


INSTITUTE’S LEADERSHIP COMMENDED 


Mr. Edwin E. McConnell 
Norton Company, 
Worcester, Mass. 


Dear Mr. McConnell: 

I observed with satisfaction the announce- 
ment of your election as President of the Con- 
trollers Institute of America. 

Having been privileged to meet with The 
Institute’s officers and committees concerned 
with war contracts, and having been an in- 
vited guest of The Institute at its last annual 
meeting, I am conscious of the high character 
and earnestness of purpose of its members and 
the constructive force created by their collect- 
ive influence over the affairs of our industries. 
Therefore, I place great value upon the op- 
portunity now afforded The Institute to guide 
these industries in their postwar relationships 
with the Government, with fruitfulness to 
both. 

I have reason to know the great contribu- 
tion which was made to the Government's war 
effort by the Institute, acting directly and 
through its members. However, emotional pa- 
triotism will not prevail during this postwar 
period to help resolve all the differences of 
opinion between the personnel involved, nor 
will it be available to heal the sores of un- 
avoidable friction. Nevertheless, I am _ en- 
couraged to believe that your Institute will find 
at all times among its membership an abund- 
ance of ability and willingness with which to 
meet industry’s responsibilities towards Gov- 
ernment from whatever direction these may de- 
velop. 

Over the door of the: City Hall at Basle, 
Switzerland, as I remember it, there is cut in 
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granite the following inscription: “He who 
leads well is followed well.” I offer this as a 
thought for yourself, as well as for The Insti- 
tute. 

With best wishes for your successful ad- 
ministration, and with renewed regards to 
yourself and associates, I am 

Sincerely yours, 
EDWIN H. BARKER 


' Vice Chairman 
Price Adjustment Board, Army Air Forces 
Washington 25 
28 September 1945 


SPECIAL BULLETIN PRAISED 


ARTHUR R. TUCKER, 
Managing Director: 

I want to congratulate you on the promptness 
with which you sent out copies of the proc- 
lamation issued by the President ending the 
emergency period for the amortization of emer- 
gency facilities. 

While I had heard that such a proclamation 
had been issued, yours is the first copy of it 
that I have received. You beat the tax services 
this time. 

A. F. NorTH 

Allen-Bradley Company, 

Milwaukee, Wisconsin 
October 5, 1945 


“TIMELY INFORMATION” 


ARTHUR R. TUCKER, 
Managing Director: 

Your mimeograph memorandum of October 
2 on the subject of Emergency Facilities pur- 
chased under Certificates of Necessity is timely 
information to controllers. 

We applied for a Non-Necessity Certificate 
about a month ago, as we were informed that 





such Proclamation declaring the end of the 
emergency period, ‘as defined in Section 124 of 
the Internal Revenue Code, would be issued 
by the President. At this writing we have not 
received the Non-Necessity Certificate. We now 
can go ahead with our accounting requirements 
as we still have a substantial balance in the 
unamortized amount of the facilities. 
It is notices such as this that are helpful to 
controllers. While tax services keep us in- 
formed of matters relating to taxes, it may not 
be driven home with the same emphasis that 
is contained in the memorandum referred to. 
THoMaAS L. EvANS 
Weston Electrical Instrument Corp., 
Newark, N. J. 

October 9, 1945 


Houston Control Outlines 
Program for 1945-46 


The program for the meetings of the Houston 
control, as developed by the officers and direc- 
tors, includes the following subjects, beginning 
with the November meeting: “Effects of 
Changes in International Financing on Ameti- 
can Banking Systems,” “Appraisals of Fixed 
Assets & Inventories,’ “Use of Manuals,” 
‘Federal Income Tax Requirements for 1946,” 
“Present Trend in Pension Plans and Proposed 
Social Security Legislation,’’ and ‘“Govern- 
ment and Business.” 

The May meeting is scheduled to be held at 
the Pine Island Club in Lufkin. It will be spon- 
sored by the Control’s members in Lufkin, on 
May 26-27, and the final meeting of the year, 
scheduled for June 25, will provide a sum- 
rit of the year’s work and election of of- 

cers. 


“If both prices and wages go up together, 
not even labor benefits.”—Editors of Christian 
Science Monitor. 
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It isn't surprising that the great majority 
of banks, manufacturing concerns, public 
utilities and other types of business 
throughout the nation are listed as satis- 
fied users of Burroughs machines. 


For today, more than ever before, the 
alert executive in any business insists on 
quality—machines built with precision to 
operate with precision . . . designed to 
give years of trouble-free service. He 
likes to do business with a concern whose 
range of products is broad enough to 
give him the greatest freedom of choice 


in selecting the right machine for every 





job. He wants to be sure that the manv- 
facturer can be depended on to keep 
his equipment in top operating. condi- 
tion at all times. He welcomes new ideas 
on office routines and procedures that 
will help him make greater savings in 
time, money and effort. 


When any executive assays the value of 
finer products , . . the most complete line 
of machines . .: outstanding maintenance 
service ...experienced technical help and 
counsel—it's sure fo add up to Burroughs. 
For Burroughs’ leadership is built by meet- 
ing not one, but all of these requitements! 


“BURROUGHS ADDING MACHINE COMPANY « DETROIT 32, MICHIGAN 


ey, 


me, 


This Aluminum Company of America installation of Burroughs Computing- 
Billing Machines is just one of thousands found in offices throughout the world. 


FIGURING, ACCOUNTING AND STATISTICAL MACHINES e@ NATIONWIDE 








MAINTENANCE SERVICE e BUSINESS MACHINE SUPPLIES 
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Controllership’s Advance Step-by-Step 








Since THE CONTROLLER was founded in 
1934 as the mouthpiece of the Controllers In- 
stitute of America, and of controllership in the 
United States, each month has seen an ad- 
vance by this calling which is best reflected by 
a recital of the principal events month by 
month, There is presented below a picture of 
the happenings in the month of November 
through the years 1934 to 1944, inclusive: 

1934: ‘Central Statistical Board plans to co- 
ordinate questionnaires,’ says Winfield W. 
Riefler, its chairman; “will welcome coopera- 
tion of industry in reducing costs of supplying 
data and in making them more useful.” . . 
Attention is called to the fact that the meth- 
ods of training men who wish to follow con- 
trollership as a calling have received prac- 
tically no attention and are completely unor- 
ganized. ... . Dr. Charles W. Gerstenberg 
calls on business men in address to third an- 
nual meeting of The Controllers Institute to 
stop drift into Communism or Fascism; efforts 
of college professors and brain trusters should 
be supplemented by those of practical business 
A reprint appears of the text of 
a pamphlet issued in June, 1933, by The Con- 
trollers Institute, entitled “Authority, Duties, 
Rank, and Responsibilities of the Controller.” 

1935: Controllers are girding themselves to 
handle the tremendous burden of record keep- 
ing which will be entailed by the Federal Un- 
employment Insurance Act and several state 
unemployment compensation laws; controllers 
submit sample forms for making reports; 
Glenn A. Bowers, State Director of Unem- 
ployment Insurance, addresses New York City 
controllers and describes problems to be met. 

. B. G. Smith discusses ethics of Con- 
trollers . . . . William M. Carney, of Scott 
Paper Company, describes the interpretive 
function of controller in paper presented at 
the fourth annual meeting of The Institute; 
says progressive executives recognize value of 
interpretive function. 

1936: Controllers outnumbered by certified 
public accountants and public accountants in 
the United States; American Institute of Ac- 
countants and American Society of Certified 
Public Accountants about to merge. . . . . Dr. 
Walter E. Spahr, Chairman of the Department 
of Economics of New York University, dis- 
cusses managed currency and the significance 
of currency devaluation. . . . . Accounting 
classifications prescribed by public utility regu- 
latory commissions may be extended to cover 
all industry, Francis J. Brett tells members of 
The Controllers Institute in specially pre- 
pared paper..... Provisions of Robinson- 
Patman Act described by Eric A. Camman, 
C. P. A., in meeting of Controllers; five fac- 
tors make salaries liable under Act; costs of 
distribution take on added importance; small 
orders frequently taken at loss which large 
orders must absorb; shall discrimination favor- 
ing small buyer be corrected? . . . . James J. 
Mischler conducts inquiry with respect to re- 
ports prepared by controllers for management; 
controllers strive for early reports even though 
they omit significant information; later sup- 
plementary reports add needed facts; little at- 
tention is given to highly accurate monthly 
closings. .... Tax on unjust enrichment sub- 
ject of Federal litigation; suit to restrain col- 
lection of so-called windfall tax pending... . . 
United States Treasury in response to questions 
submitted by the Controllers Institute clarifies 
computing of tax on payments to salesmen 
under Social Security American 
Petroleum Institute publishes uniform system 
of accounts for oil industry. 

1937: Acting Secretary of the Treasury Ros- 


well Magill, praises ‘those persons who have 
cooperated with the Government in adopting 
or instituting systems to provide the complete 
and accurate data necessary for efficient ad- 
ministration of the (Social Security) Act dur- 
ing first six months of its existence’; large 
employers make best showing, with respon- 
sibility placed on Controllers... . . “Con- 
troller’s methods would aid national economy 
if carefully applied,’’ says Franzy Eakin, of 
Decatur, Illinois, in specially prepared paper; 
declares government accounting, statistics, tax 
methods, security of workers all would be 
benefited by application of sound methods of 
fact determination, interpretation, and organi- 
zation. “Burden of complying with 
Government’s edicts falls on Controller,” says 
George L. Barnes in an address to the Con- 
trollers Institute of America on “The Control- 
lers Place in Industry”; “Who else is there 
to tell management the effects of known laws 
and possible results of public enactments ?”’ 
asks Barnes; controller must be clairvoyant; 
must attempt to prophesy. .... References 
were being made to “economic royalists.” 
. .. . Suggestion made that information re- 
turns as to taxable wages paid to employees 
could be on yearly instead of quarterly basis, 
thus easing employer’s burden of Social Se- 
curity work; definitions of employment could 
be clarified to settle problem of industry con- 
tractors; points made by Mr. Harry C. Gretz, 
Assistant Controller of the American Tele- 
phone and Telegraph Company in an address 
to Controllers Institute... .. Godfrey N. 
Nelson, taxation authority of New York Times, 
points out that uneconomic taxation of busi- 
ness is chargeable primarily to depression and 
that the gradual improvement in the income 
tax system which had been in progress for 
years before the business collapse had been 
wiped out; capital gain and loss provision re- 
sponsible for wide fluctuations in yields... . . 
Dr. John T. Madden, of New York Univer- 
sity, sees trend away from unsound philoso- 
phies born of depression; says more and more 
citizens are recognizing that scarcity does not 
produce prosperity; addresses annual dinner 
of the Controllers Institute. .... Control- 
lers describe experiences in preparing forms 
SS-2a reporting taxable wages paid to em- 
ployees. 

1938: References were being made to in- 
terpretations of the Wage-Hour Law. .... 
Question raised as to whether public account- 
ants’ working papers may be protected from 
dragnet subpoenas; are relations between pub- 
lic accountants and their clients privileged? 
. . . . Provisions of the Federal Revenue Act 
of 1938, sweeping and far-reaching, were 
analyzed and their effects described by Ells- 
worth C. Alvord; undistributed profits tax, 
capital gains and losses, corporate liquidations, 
last-in, first-out inventory valuation method, 
pension trusts, deficiency dividends, present 
complicated problems for corporations. . ... . 
Thomas Tarleau, legislative counsel of Treas- 
ury Department, describes two of more im- 
portant new features of Internal Revenue Act 


of 1938; important changes have been made 
relating to closing agreements, and to the 
various statutes of limitations. ... . Control- 


lers Institute checking comments from con- 
trollers which will indicate (a) How the new 
proxy solicitation rules of the Securities and 
Exchange Commission will affect them; (b) 
What procedure will be followed in compli- 
ance; and (c) What the estimated extra cost 
will be under the new regulations. . . . . “In- 
ternal auditing can be an active, forceful func- 
tion of business,” says Eugene G. Boutelle, 


C. P. A., in paper presented before New Eng. 
land Control... . . Lawrence A. Appley de- 
scribes main factors upon which successful 
employee relationships depend; leader must 
realize responsibility, define worker's functions, 
set standards of performance, give work rating, 
help carry weaknesses, aid self-employment, set 
time schedule for accomplishment. 

1939: Controllers Institute submits to United 
States Treasury Department list of recom. 
mendations for amendment of Federal tax 
structure, of its underlying regulations, and of 
methods of administering the Revenue Act; 
recommendations submitted at invitation of 
Treasury Department extended through Secre- 
tary John W. Hanes; activity conducted by 
committee headed by Mr. H. G. Hamrick: 

. Jerome N. Frank, Chairman of Securi- 
ties and Exchange Commission, emphasizes the 
fundamental importance of earning power in 
paper presented before Controllers Institute of 
America; his general subject was “Accounting 
for Investors’; cooperation between Control- 
lers and Public Accountants defined. : 
Murray Shields, economist of Irving Trust 
Company, describes what business may expect 
in the way of wartime economic changes; out- 
break of war set definite limits on the range 
of vision so far as the business outlook is 
concerned... .. Speaking on “Cooperation 
Between Comseliliens and Public Accountants,” 
Mr. Henry C. Perry, of Heywood-Wakefield 
Company, said that it is amazing the num- 
ber of persons who are not controllers and 
not in an official capacity in any company who 
are writing articles and making speeches these 
days on the duties of a controller; financial 
position and operating results are after all the 
controllers’ first consideration... .. Mr. Os- 
cat N. Lindahl, newly elected President of 
Controllers Institute, advocated building a 
greater Institute for wider service, in his ac- 
ceptance speech. .... Ir. Frank Klein, Di- 
rector of Budgets of Worthington Pump and 
Machinery Corporation, describes essentials for 
effective budgetary control. .... Mr. Vine 
F. Covert, assistant controller of Westing- 
house Electric and Manufacturing Company, 
describes internal auditing procedure of his 
company. .... Group of questions and an- 
swers presented relating to bonus plans and 
cash incentives for executives. .... Details 
presented as to compliance with Fair Labor 
Standards Act which became effective October 
twenty-fourth. 

1940: Provisions of Investment Company 
Act of 1940 are described by Mr. William W. 
Werntz, Chief Accountant of the Securities 
and Exchange Commission; this Act prescribes 
methods of selecting controllers of investment 
companies... . . A separate definition of an 
“administrative” employee, heretofore defined 
together with ‘“‘executive,” is contained in 
newly amended pia «tal under the Wage 
and Hour Act issued by Colonel Philip B. 
Fleming, Administrator; six tests of ‘‘execu- 
tive” are set forth..... ‘Identification of 
Business Trends and Detection of Turning 
Points” was the subject of a special article by 
Dr. Charles F. Roos before the Cleveland Con- 
2 ERR Mr. Matthew Woll spoke on “La- 
bor, the Bulwark of Free Enterprise’ at the 
ninth annual meeting of the Controllers In- 
stitutes. <i. The Committee on Education 
of the Controllers Institute announces its sec- 
ond prize essay contest for the best papers on 
Controllership submitted by graduate and un- 
dergraduate students at schools of business; 
the first contest was conducted in the spring 
of 1980) 3 ve Progress and policies under- 
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FRIDEN Fully Automatic Calculators 


as if by magic...produce useable answers to 


your figure work problems. As seeing is be- 
lieving...telephone or write your local Friden 
Representative and conveniently arrange for 
a demontration. Learn why a Friden is so 
simple to operate; that anyone in your office 
can be taught to produce accurate answers 
on your own work, with less than 15 minutes 
instruction. Through efficiency of effortless 
productive operation, this modern calculator 
will pay for itself in any business, large or 
small. Remember only with a Friden.. . the 


calculator, not the operator, does the work. 


Friden Mechanical and Instructional Service is avail- 
able in approximately 250 Company Controlled Sales 


Agencies throughout the United States and Canada. 





k 


FRIDEN CALCULATING MACHINE CO.,INC. 


HOME OFFICE AND PLANT « SAN LEANDRO, CALIFORNIA, U.S. A. » SALES AND SERVICE THROUGHOUT THE WORLD 





OBITUARIES 











GEORGE MACDONALD 


Mr. George MacDonald, 48, assistant treas. 
urer of the Gilbert & Baker Manufacturing, of 
West Springfield, Massachusetts, collapsed of 
a heart attack and died instantly while playing 
golf at the Worcester County Club on Septem. 
ber 27, 1945. A member of the Controllers In. 
stitute of America since January 21, 1944, Mr. 
MacDonald was currently serving as chairman 
of the Program Committee of the Springfield 
Control. Born in West Springfield, he was edu- 
cated in the schools of that town and entered 
the employ of Gilbert & Barker when he was 
18. He had been assistant treasurer since 1928 
and secretary of the company since 1932, and 
was active in local American Legion and Ma- 
sonic bodies. Mr. MacDonald is survived by his 
wife, Mrs. Dorothy S$. MacDonald. 


LEWIS V. JENKINS 


Lewis Vallette Jenkins, born in 1889 in In- 
dependence, Iowa, passed away suddenly of a 
heart attack on September 6, 1945. A graduate 
of Northwestern University, he was formerly 
Secretary and Controller of the Jefferson Elec- 
tric Company of Bellwood, Illinois; then Con- 
troller of the Simpson Electric Company; and 
at the time of his death, was the Controller of 
Joseph Weidenhoff, Inc. Besides being a mem- 
ber of the Controllers Institute of America, in 
which he was holder of membership certificate 
No. 279, by virtue of election in January, 1934, 
Mr. Jenkins also belonged to the National As- 
sociation of Cost Accountants. 





Positions Wanted 











Executive Accountant 

Executive Accountant-Accounting, costs, cred- 
its, taxes, renegotiations, contract terminations, 
and the like, presently connected with large 
manufacturing concern. Salary comensurate 
with responsibilities. Preference, Metropolitan 
area. Address Box Number 535, “The Con- 
troller,” One East Forty-Second Street, New 
York 17, N. Y. 


Controller-Treasurer-Tax Executive 

Under 40, over 15 years executive, adminis- 
trative, financial and accounting experience in 
manufacturing, merchandising, finance and re- 
tail industries. 

Excellent ability in directing all internal 
functions, translating financial and operating 
reports into constructive action, developing 
close administrative controls, determining ac- 
counting procedures, handling all taxes, excel- 
lent banking contacts. Highest references. Ad- 
dress Box Number 213, “The Controller,” One 
East Forty-second Street, New York 17, N. Y. 


Assistant Comptroller or Treasurer 

Retiring Lieutenant Colonel, former Inspec- 
tor General, qualified as Assistant Comptroller, 
Assistant Treasurer, Executive Assistant to 4 
President or as Economist is available immedi- 
ately. Broad accounting and auditing back- 
ground with Industrial Engineering training. 
Twenty years of experience includes: budget 
analysis, economic surveys, administrative suf- 
veys, office management, general accounting 
and auditing, and government relations. Inter- 
ested in improving financial administration. 
Exceptional educational training in business 
administration. Ph.D, in economics, speciallz- 
ing in finance. Married, 45 years, no restric: 
tions as to location. Address, Box 536, THE 
CONTROLLER, One East Forty-Second Street, 
New York 17, N. Y. 
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O find the answer to this question, you will do well to look 

into the new National Industrial Payroll and Cost Account- 
ing System. 

It is simplified, yet complete. It can be quickly adapted to 
any one of the thousands of systems now used to handle 
payroll and cost accounting. 

Whatever the size or nature of your business, there is every 
chance that this National System will save you time and 
money in the following ways: 


1. It will enable you to get your payroll out faster. 


2.8 will provide complete and accurate information on 
your distribution of labor costs. 








tf 


3. It will save you time. 


4. It will free needed clerical help for other duties. 


These are strong promises. Each one can be backed up. 
National’s staff of accounting specialists developed this new 
system after months of study of existing methods—their 
strengths and weaknesses. 

Full information on this system is available to your firm 
without obligation. All we ask is a chance to show you what it 
can save you in time and money. 


Call your local National representative or write The National 
Cash Register Company, Dayton $, Ohio. Offices in principal cities. 





CASH REGISTERS + ADDING MACHINES 
ACCOUNTING-BOOKKEEPING MACHINES 
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Personal Notes About Controllers 








Mr. Cornelius M. Ahearn, a member of the 
Controllers Institute of America and comp- 
troller of Wickwire Spencer Steel Company, 
New York, is currently giving a course in 
“Controllership Practice’ at the Graduate 
School of Business Administration, New York 
University. 


Mr. Deane S. Hazen has accepted a position 
with the United States Slicing Machine Com- 
pany of La Porte, Indiana. Former controller 
of the Cuban American Sugar Company of 
New York, Mr. Hazen has been a member of 
the Controllers Institute of America since 
August, 1936 and is the holder of membership 
certificate number 760. Prior to his post with 
the Cuban American Sugar Company, he was 
the controller and assistant secretary of Ben- 
jamin Electric Manufacturing Company of Des 
Plains, Illinois. He subsequently was appointed 
vice-president of that company. 


Mr. Irving D. Dawes was elected vice-presi- 
dent and treasurer of the Virginia-Carolina 
Chemical Corporation at the recent annual 
meeting of the corporation’s stockholders. A 
member of the Controllers Institute of America 
and holder of certificate number 948, Mr. 
Dawes, succeeds Mr. H. E. Perry in that post. 
Mr. Perry had retired at his own request after 
33 years with the company and its predecessor 
firm. Mr. Dawes became affiliated with Vir- 
ginia-Carolina Chemical Corporation in 1930 
as its chief accounting officer and has been ac- 
tive in many of the corporation's activities, par- 
ticularly its textile bag business. He is also 
officer and director of several of Virginia-Caro- 
lina Chemical subsidiary and affiliated interests. 


Mr. Gerald Maxfield, formerly a captain in 
the Finance Department of the United States 


Army, recently was placed on inactive duty to 
join the accounting staff of the Office of Con- 
tract Settlement in Washington, D. C. Co-au- 
thor of an article on “Settlement of Termi- 
nated Contracts’ in the June, 1945, issue of 
“The Controller,” Captain Maxfield was as- 
sistant to the treasurer of Basic Magnesium, 
Inc., Las Vegas, Nevada, prior to joining the 
army. He later served on the staffs of the 
Army Industrial College, Washington, D. C. 
and the Army Finance School at Durham, 
North Carolina. 


Mr. R. J. Hanwell has accepted a position 
with the Cuban-American Sugar Company of 
New York as controller. A member of the 
Controllers Institute of America since Au- 
gust, 1941, Mr. Hanwell was formerly as- 
sistant secretary of the Mennen Company of 
New Jersey and later comptroller of the 
Whitehall Pharmacal Company. 


Mr. C. A. Thornburg, who had been serving 
as comptroller and a director of Abbott Labora- 
tories, North Chicago, Illinois, was recently 
elected assistant treasurer of the firm. A mem- 
ber of the Controllers Institute of America, Mr. 
Thornbury joined Abbott Laboratories in 1924, 
having served previously with Union Trust 
Company in Cleveland. 


Mr. Robert L. Sussieck, a member of the 
Controllers Institute of America since Septem- 
ber 27, 1938, was recently named treasurer of 
Hotels Statler Co., Inc. 


Mr. Frank E. Booth, formerly associated with 
Grayson Heat Control, Ltd., now holds the 
position of controller in General Tire and 
Rubber Company of California. In addition to 
the controllership responsibilities, Mr. Booth 
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has supervision of the purchasing, warehous. 
ing, transportation and sub-contracting actiy. 
ities of the company. Mr. Booth was elected to 
membership in the Controllers Institute on 
March 30, 1944. 


Mr. Joseph F. McCarthy, formerly controller 
of United Aircraft Corporation, was recently 
named to the new office of finance chairman. A 
member of the Controllers Institute of America 
since March 31, 1937, Mr. McCarthy was suc- 
ceeded in the controllership post by Mr. Wil- 
liam R. Robbins who had previously served as 
an assistant controller. 


Mr. C. W. Von Dreele, a member of the 
Controllers Institute of America, has been ap. 
pointed treasurer and controller of North Star 
Woolen Mill Company of Minneapolis. \ 


Mr. Frederick P. Hagaman joined the 
staff of the Standard Oil Company of New 
Jersey, in New York, on November 1st as 
assistant comptroller. He had previously 
served as division comptroller of the Louisi- 
ana Division of the company, being located 
in Baton Rouge. Mr. Hagaman was elected 
in June, 1945, to be president of the New 
Orleans Control of which he was a charter 
member at the time of its organization. Be- 
cause of his new location, Mr. Hagaman 
resigned his position in the Control prior to 
his departure from Louisiana. 


Mr. Gilbert Peters, a member of the Con- 
trollers Institute of America, has been made 
treasurer of The Kaydon Engineering Corpo- 
ration, Muskegon, Michigan. Mr. Peters pre- 
viously held the post of assistant secretary- 
treasurer in the company. 


Mr. W. Manville Johnson, secretary and 
treasurer of Reading Hardware Corporation, 
Reading, Pennsylvania, was recently named a 
director of the corporation. Mr. Johnson is a 
member of the Controllers Institute of America 
by virtue of election in January, 1943. He has 
been connected with his present company since 
1942, following service in the consulting en- 
gineering hardware and railroad fields. 


Mr. Harris E. Smith, auditor of West Coast 
Lumbermen’s Association, has been appointed 
a member of the Board of Directors of the 
Seattle Control of The Institute, replacing Mr. 
Theodore Herz who has taken a position in 
Washington, D. C. 


Mr. T. E. McBride, a member of The Con- 
trollers Institute of America, has been elected 
president of the Cochrane Corporation of Phil- 
adelphia, manufacturers since 1863 of steam 
power plant and industrial equipment. The 
corporation, recently a division of American 
Engineering Company, has been acquired by 
Mr. McBride and a group of Cochrane em- 
ployees long associated with the company if 
the engineering and sales division. The new 
corporation will be managed and operated by 
its Owners. 

Mr. McBride is a Certified Public Account- 
ant, Illinois, formerly associated with Arthur 
Andersen & Company. In 1940, he was auditor 
and general assistant to the President of Lyon 
and Healy, Incorporated, of Chicago. From 
1941 to 1943 he was comptroller of Republic 
Drill and Tool Company, Chicago. He became 
treasurer of American Engineering Company, 
Philadelphia, in 1944, and in 1945 he became 
director and secretary of Cochrane Corporation 
and later treasurer. 
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Among the returning veterans are 
many able young men with a ma- 
turity beyond their years. Many 
have developed new skills and ca- 
pacities. They would be an asset to 
any company. They are the type of 
young men that every company 
needs to reinforce and rejuvenate 
its organization for the stiff com- 
petitive battles ahead once the 
sellers’ market ends. 


Let us compare two nationally 
known companies in the same in- 
dustry, each of which is seeking 
to attract to it the pick of the re- 
turning veterans who show apti- 
tude for their line of work. 

Both offer about the same salary and 
wage scales, stability of employment 
and opportunity for advancement. 
Both offer work of an interesting na- 
ture, and working conditions are 
pleasant. 

How, then, is the veteran to choose 
between them? 

Well, there is one important differ- 
ential between the companies—one 
that is often overlooked except by the 
veteran who is seeking a career. 

One company provides a certain 
amount of protection to its employees 
against the uncertainties of life and 
health. The other provides a com- 
plete program of personal security for 
each worker. safeguarding him against 
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Which company 


would the returning 


veteran choose? 


four major fears—death, accident, 
sickness, and dependent old age. 

The fighting forces of the United 
States were the best-insured military 
organization in world history —owning 
Government insurance totaling 137 
billions. Veterans are bringing back 
with them to civilian life a new ap- 


preciation of the personal and family 
security provided by insurance. 

Is it surprising, then, that in choos- 
ing a company with which to make his 
career, the returning veteran should 
give important consideration to that 
company’s program of personal se- 
curity for its employees? 





and total volume of insurance. 


$10,000. 


dependents. 


X-ray examinations. 


earnings. 





A typical Equitable plan of complete Group protection: 


Group Life Insurance. Protection normally equal to at least one year’s 
earnings to a maximum of $20,000, depending on number of employees 


Group Accident and Sickness Insurance. Weekly benefit to a maxi- 
mum of $40, depending on number of eligible employees in group. 
Group Accidental Death and Dismemberment Insurance. Amounts 

generally equal to those of Group Life Insurance, to a maximum of 


Group Hospital Expense Insurance. Up to $6 a day for hospital room 
and board charges, with a maximum of 31 or 70 days’ benefit for any 
one disability, plus reimbursement for other hospital charges up to $30. 
For employees and their dependents. 

Group Surgical Benefits. Maximum of $150 as reimbursement for sur- 
gical operations during any one disability. For employees and their 


Group Medical Expense Insurance. Reimbursement of $2 for each 
visit by employee or dependent to a physician at office or hospital 
and $3 for each visit by him to employee’s home, with a maximum 
of fifty visits in any calendar year. Also benefits for laboratory and 


Group Annuities. Supplementing Social Security benefits so that total 
monthly retirement income will be from 40% to 60% of employee’s 








THE EQUITABLE LIFE ASSURANCE SOCIETY 


OF THE UNITED STATES 


THE FIRST GROUP INSURANCE COMPANY 


Tuomas I. PARKINSON, President 


393 Seventh Avenue, New York 1. N. Y. 































Listen to The Equitable’s ‘“THIS IS YOUR FBI” every Friday evening over the 
American Broadcasting System, 8:30, E.T.; 7:30, C.T.; 6:30, M.T.; 8:30, P.T. 
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MEETINGS OF CONTROLS 











WESTERN MICHIGAN 
Topic: SALARY AND JOB EVALUA- 
TION 


A group discussion on “Sound Salary and Job 
Evaluation Programs for Office Workers,”’ was 
the featured subject at the regular dinner meet- 
ing of the Western Michigan Control on Oct. 
10. The meeting was held at the Century Club. 


TWIN CITIES PLANT VISIT 
A tour of the office and plant of Minneapolis 
Honeywell Regulator Company which was ar- 
ranged by Mr. P. H. Wernicke, controller of 
the company, and first vice-president of the 
Twin Cities Control, was the feature of the 
October 2 meeting. The Twin Cities Control’s 
members devote one meeting each year to a 
conducted tour of the plant of a member. 
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TOLEDO 
Topic: RECONVERSION PROBLEMS 
Controllership problems in the Reconversion 
Period was the subject discussed at a round 
table session of the Toledo Control at the 
Hotel Secor on October 11. A portion of the 
discussion was based on The Institute’s recent 
publication covering this subject. 


SYRACUSE 
Topic: EMPLOYEE SURVEYS 
“The Use Of Employee Surveys in Training 
Supervisory Personnel,’ was discussed by Pro- 
fessor Harry Hepner, Professor of Psychology, 
Syracuse University, at the October 16 dinner 
meeting of the Syracuse Control, at the Hotel 
Onondaga. Professor Hepner serves as a con- 
sultant to several corporations in the matter of 
employee training and his presentation revealed 
a broad background of practical experience. 


SEATTLE 

Topic: CONTROLLERSHIP PROBLEMS 

A review of the booklet prepared by the 
National Committee on Postwar Controller- 
ship Problems, of the Controllers Institute of 
America, entitled ‘‘Controllership Problems in 
the Reconversion Period,” was given by Verne 
H. Mitchell, assistant treasurer of the Stetson- 
Ross Machine Company, at the regular dinner 
meeting of the Seattle Control on October 25, 
ig was held at the Washington Athletic 
Club. 


SAN FRANCISCO 
Topic: TAX PROBLEMS 
A round table discussion led by Sherman 
Wyman on income taxes, with special reference 
to the provisions of the Tax Adjustment Act 
of 1945, featured the October 18 dinner meet- 
ing of the San Francisco Control in the St. 
Francis Hotel. A considerable number of mem- 
bers presented special questions, and ideas in 
connection with the handling of tax problems, 
during the course of the meeting. 


ROCHESTER 
Topic: SUPERVISORY INCENTIVES 


The very complete plan of executive and in- 
centive supervisory incentives which is in 
operation in the Todd Company, Rochester, 
was presented in an address by Mr. Lawrence 
S. Callaghan, comptroller of the Todd Com- 
pany at the October 3 dinner meeting in the 
Rochester Club, of the Rochester Control. An 
informal round table discussion of the subject 
of supervisory incentives was a highlight of 
the meeting. 


QUAD.-CITIES 
Topic: PRICE CONTROL 
Mr. Fletcher Lewis of McDermott, Will and 
Emery, Chicago, was the guest speaker at the 
dinner meeting on October 3 of the Quad- 
Cities Control, which was held at the Black- 
hawk Hotel, Davenport. The subject discussed 
was “Price Control and Price Release.” 


PORTLAND 
Topic: JOB EVALUATION 
Job evaluation and training was the subject 
considered at the October 19 dinner meeting of 
the Portland Control at the Old Heathman 
Hotel. The speaker was Mr. John D. Galey, 
Chairman of the West Coast Lumber Com- 
mission, which was the agency within the War 
Labor Board dealing exclusively with lumber 
problems. Mr. Galey had recently returned from 


Washington, D. C. where he had attended a 


meeting as head of the regional War Labor 


Agencies and consequently was in a position to 
discuss the latest development in government 
policies. 


PITTSBURGH 
Topic: LABOR CONDITIONS 
“Current Labor Conditions” was the subject 
presented by Mr. M. M. Anderson, vice presi- 
dent in charge of personnel and industrial re. 
lations, Aluminum Company of America, at the 
October 22 dinner meeting of the Pittsburgh 
Control in the Duquesne Club. Mr. Anderson 
is a member of the Board of Directors of the 
National Association of Manufacturers, a for- 
mer president of the Pittsburgh Personnel As- 
sociation, and a member of the Board of Di- 
rectors of the Tristate Industrial Association. 
He is likewise serving currently as a member 
of the Labor-Management Committee of the 
National Association of Manufacturers. 


PHILADELPHIA 
Topic: SURPLUS GOODS 
Mr. Thomas B. McCabe, president of the 
Scott Paper Company, who is serving as Army- 
Navy Liquidation Commissioner, spoke on 
“How to Buy our Foreign Surpluses” at the 
October 4 dinner meeting of the Philadelphia 
Control at the Warwick Hotel. Mr. McCabe, 
who is also chairman of the Board of Direc- 
tors of the Federal Reserve Bank of Philadel- 
phia, served as deputy lend-lease administra- 
tor in 1941-42 and was appointed Army-Navy 
Liquidation Commissioner in February, 1945. 


NEW YORK CITY 
Topic: RETURNING VETERANS 


Postwar plans for returning veterans were 
analyzed by Mr. Lawrence A. Appley, vice- 
president in charge of personnel planning and 
research, Vick Chemical Company, at the Octo- 
ber 11 dinner meeting of the New York City 
Control in the Hotel New Yorker. Mr. Appley 
served as executive director and deputy chair- 
man of the War Manpower Commission until 
July 1944. 

The Thursday luncheons for members of the 
New York City Control have been resumed, 
being held simultaneously at the Columbia Uni- 
versity Club, 4 West 43rd Street, New York, 
and at the Towers Hotel, 25 Clark Street, 
Brooklyn. 


NEW ORLEANS 
SPECIAL MEETING 


Members of the New Orleans Control met 
on October 23 at a dinner meeting in the Pan- 
American room of the Roosevelt Hotel to take 
action on the resignation of Mr. Frederick P. 
Hagaman, as president of the Control. Mr. 
Hagaman has been transferred to New York 
where he will serve as assistant comptroller of 
Standard Oil Company of New Jersey. Mr. 
Harvey M. Kelley, membership secretary of 
The Institute, represented New York heaa- 
quarters at the meeting and discussed the Con- 
trol’s program with the members. 

The newly elected president of the Control 
is Mr. J. F. McDonald, controller of D. H. 
Holmes Co., Ltd., New Orleans. Mr. McDon- 
ald was a charter member of the Control when 
it was organized in February 1944. Mr. J. M. 
Stonnell, comptroller of the Copolymer Corpo- 
ration, Baton Rouge, was elected first vice- 
president of the Control, to succeed Mr. Mc- 
Donald. Mr. Stonnell, likewise one of the 
charter members of the Control, had been serv- 
ing on its Board of Directors. 
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Underwood Sundstrand Machine 
Power Saves Time Where 
Time Means Money... 


Thousands of man and woman 
hours have been saved in the Ac- 
counting and Payroll Departments 
of many firms through the use of 
Underwood Sundstrand Account- 
ing Machines. 

Because of the simple “10 Figure 
Key” keyboard and many auto- 
matic features, operating _profi- 
ciency can be acquired quickly. 
The machine does the entire job, 
not just part of it. Many computing 
combinations are available and all 
computations are automatically 
controlled. 

The application scope of the Under- 
wood Sundstrand Accounting Ma- 
chine is extensive . . . will help to 
speed your production and lower 
your accounting costs. 
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Read these definite Underwood Sundstrand advantages: 


Payroll Records. Your Payroll 
Sheet or Summary is prepared at 
the same time that the Employee’s 
Pay Check or Pay Statement and 
Pay Envelope is written. 


Postings to the Employee’s Earn- 
ings Record are made in original, 
not carbon impressions. When the 
forms are in the machine, all en- 
tries are completely visible. 


Dates and Pay Check Numbers are 
printed automatically. Protective 
Stars are automatically printed be- 
fore the Check amount. When de- 
ductions exceed earnings, the Pay 
Check is automatically voided. 
Gross Pay and Net Pay amounts are 
automatically computed and Col- 
umn Totals are automatically 
printed. 


Government Reports. Year-to-Date 


Save the Seconds and You Save the Day— 


Underwood Corporation 


Accounting Machine Division - 


One Park Avenue, New York 16, N. Y. 


Total Gross Earnings and With- 
holding Tax are automatically com- 
puted for Income Tax purposes. 


Quarter-to-Date Total Taxable 
Gross Earnings are automatically 
computed for Social Security Tax 
purposes. When the taxable total 
reaches $3,000, the machine auto- 
matically exempts amounts in ex- 
cess. 


Victory Bond Ledgers. The ma- 
chine can be set for any bond 
denomination. The Unapplied Bal- 
ance and the amount “To Go” be- 
fore the next bond can be purchased 
are automatically computed. 


When the Unapplied Balance 
reaches the purchase price of the 
bond, the purchase is automatically 
recorded. All bond purchases are 
automatically counted and totaled. 


A call to your local Underwood 
office will bring you, without obli- 
gation, interesting information on 
how your payroll department can 
save hours of man power and 
woman power. 
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President McConnell Guest of St. Louis Control 
As Tenth Anniversary Is Observed 


In observance of the tenth anniversary of 
its organization, the St. Louis Control held a 
dinner meeting on October 23 in the Missouri 
Athletic Club. Dr. Edgar Curtis Taylor, an 
eminent St. Louisan, author and civic leader, 
was the speaker at the dinner which was also 
honored by the appearance of The Institute’s 
newly elected president, Mr. E. E. McConnell, 
controller of Norton Company, Worcester, 
Massachusetts. Dr. Taylor spoke on the San 
Francisco peace conference and the program 
of the International Peace Organization, em- 
phasizing its effect on the world in general as 
well as on domestic economics and business in 
particular. 

The meeting was opened by the Control’s 
president, Mr. A. H. Schettler, of Union Elec- 


MILWAUKEE 
Topic: INCENTIVE PLAN 
Mr. F. L. Larkin, vice-president of Wis- 
consin Electric Power Company, who is in 
charge of personnel services department, was 
the speaker at the October 9 dinner meeting 
of the Milwaukee Control in the Schroeder 
Hotel. Mr. Larkin who is active in a number 
of organizations in connection with veterans, 
industrial relations and unemployment com- 
pensation problems, covered the subject of 
“Salary Incentive Plans.” 


LOS ANGELES 
Topic: POSTWAR CONTROLS 


Controls within corporations necessary for 
the return to a competitive market were con- 
sidered at the October 18 dinner meeting of 
the Los Angeles Control in the Hotel Clark. A 
panel discussion under the chairmanship of 
Elmer Paradies, of United States Rubber Com- 
pany, analyzed a number of timely subjects. 


KANSAS CITY 
Topic: POSTWAR PROBLEM 
Some problems in the postwar economy were 
outlined and discussed by Mr. C. H. McGregor, 
Industrial Economist, Federal Reserve Bank, 
Kansas City at the October 8 dinner meeting 
of the Control at the University Club. Mr. Ed- 
ward Lyle, controller of the City National 
Bank and Trust Company of Kansas City was 
discussion leader for the meeting. 


INDIANAPOLIS 
Topic: JOB EVALUATION 

Mr. W. E. Gelhard, manager of the Per- 
sonnel Services Division of Ernst & Ernst, 
Chicago, discussed job evaluation and merit 
rating at the October 24 dinner meeting of the 
Indianapolis Control in the Lincoln Hotel. 

The Control was honored on this occasion 
with a visit from The Institute’s national presi- 
dent, Mr. E. E. McConnell, controller, Norton 
Company, Worcester, Massachusetts. 


HOUSTON 
Topic: INDUSTRIAL RELATIONS 


The current outlook for industrial relations 
was discussed by Mr. Thomas M. Mobley of 
Hughes Tool Company at the October 23rd 
meeting of the Houston Control at the Houston 
Club. 


HARTFORD 
Topic: OFFICE PROCEDURES 
“Streamlining and Co-ordinating Office Pro- 
cedures” was the subject presented by Mr. 
E. R. Anderson, senior partner of Anderson, 
Nichols Associates of New York, Boston and 
Los Angeles, at the October 24 dinner meeting 
of the Hartford Control in the Elm Tree Inn, 
in Farmington, Connecticut. 


tric Company of Missouri, who, before turn. 
ing the meeting over to the toastmaster, Mr. 
John C. Naylor, past national president of The 
Institute, presented Captain Edwin Kalbfleish 
Jr., son of a member of the Control, and ; 
veteran of Corregidor. : 

Both Mr. Naylor, and Mr. McConnell 
whom he introduced, lauded the St. Louis Cop. 
trol for its various and progressive activities 
during the years of its organization. 

During the course of the dinner, it was 
announced that this was the fourth Tenth 
Anniversary meeting Mr. Naylor had been priy- 
ileged to attend, having previously been guest 
of honor during his term as national president, 
1943-1944, at the anniversary meetings of the 
Chicago, Pittsburgh and Boston Controls. 


DISTRICT OF COLUMBIA 
Topic: WORLD TRENDS 
Dr. Elmer Louis Kayser, Dean of George 
Washington University, Washington, D. C,, 
was the guest speaker at the October 23 
dinner meeting of the District of Columbia 
Control in the Carlton Hotel. Dr. Kayser 
who is a popular educator, lecturer and ra- 
dio commentator, chose for his subject, “The 
World Today.” 


DALLAS 
Topic: HUMAN RELATIONS 


The October dinner meeting of the Dallas 
Control held at the Dallas Country Club on 
October 23, featured a presentation by Mr. 
M. J. Norrell, secretary and manager of the 
Industrial Relations Department of the Mag- 
nolia Petroleum Company. Mr. Norrell’s 
subject was “Human Relations in Business 
and Industry.” 


DAYTON 
Topic: POSTWAR PRICING POLICY 
Edward Welsh, assistant to the Deputy Ad- 
ministrator for Price, Office of Price Adminis- 
trator, Washington, D. C. spoke on “Post- 
war Pricing Policy’’ at the dinner meeting of 
the Dayton Control on October 11, which was 
held at the Engineers Club. 


CLEVELAND 
Topic: PERSONNEL TRENDS 


Modern trends in personnel selection were 
analyzed at the October 9 dinner meeting of 
the Cleveland Control, by Dr. Jay L. Otis, 
founder and director of the Personnel Research 
Institute, Western Reserve University which 
acts as a consultant agency for many Cleveland 
firms on scientific wage administration policies 
and other personnel problems. 


CINCINNATI 
Topic: LABOR OBJECTIVES 
The objectives of labor philosophy were 
presented at the October 9 dinner meeting of 
the Cincinnati Control at the Hotel Alms, by 
Mr. Al Whitehouse, District Director of the 
United Steel Workers of America, CIO, and a 
member of the Executive Committee of the In- 
ternational Union, CIO. 


CHICAGO 
Topic: LABOR RELATIONS 
Mr. Ola C. Cool, director of Labor Rela- 
tions Institute, New York, was the featured 
speaker at the October 23 dinner meeting 
of the Chicago Control in the Union League 
Club. Mr. Cool, who has been described by 
Modern Industry Magazine as the “nations 
top-flight management consultant,” discussed 
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MANUFACTURERS 
TRUST COMPANY 





Condensed Statement of Condition as at close of business 
September 30, 1945 





RESOURCES 


Cash and Duefrom Banks... . . .$ 393,840,494.76 
U.S. Government Securities. . . . . 1,294,612,871.08 
U.S. Government Insured F. H. A. 

Mortgages .. . ss 4,456,785.26 
State and Municipal Baile ps Se 39,077,613.02 
Stock of Federal Reserve Bank . . . . 2,475,000.00 
Other Securities .. . 23,621,340.29 
Loans, Bills Purchased and a. 

Acceptances ........ . . 395,050,988.65 
a ee 13,153,612.65 
Banking Houses. . . ere yey 11,512,530.67 
Other Real Estate Beuities zee ee 423,280.73 
Customers’ Liability for Acceptances . 4,232,670.74 
Accrued Interest and Other Resources . 6,091,489.36 





$2 188,548, 677.21 


LIABILITIES 


Capital . . . . . . $41,250,000.00 

Surplus... . . . 41,250,000.00 

Undivided Profits . . 29,007,450.22 $ 111,507,450.22 
Reserve for Contingencies ... . . 8,488,073.68 
Reserves for Taxes, 

Unearned Discount, Interest, etc. . 6,408,485.34 
Dividend Payable October 1,1945. . . 1,237,498.20 
Outstanding Acceptances. . . . . . 4,741,439.12 
Liability as Endorser on Acceptances 

and Foreign Bills ........ 528,202.25 
Deposits... 2. see es - See 





$2, 188,548,677.21 


United States Government securities carried at $257,784,547.44 are pledged to 
° pledg 





secure U, S. Government War Loan Deposits of $225,113,353.65 and other public 


funds and trust deposits, and for other purposes as required or permitted by law, 


Principal Office: 55 Broad Street, New York City 
69 BANKING OFFICES IN GREATER NEW YORK 


European Representative Office: 1, Cornhill, London, E. C. 3 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 
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labor and personnel relations during the re- 
conversion period. His address was based 
on earlier experience in the field of control- 
lership and his subsequent activity in the 
field of labor relations. Mr. Thomas W. 
Bryant, of Wilson & Company, Inc., served 
as chairman of the meeting, which was pre- 
ceded by a social period. 


CHATTANOOGA 
Topic: RECONVERSION PROBLEMS 


The recent report of the Committee on Post- 
war Controllership Problems, of the Control- 
lers Institute of America, entitled ‘“‘Controller- 
ship Problems in the Reconversion Period” 
was the basis for a round table discussion at 
the October 2 dinner meeting of the Chatta- 
nooga Control in the Read House. 


BRIDGEPORT 
Topics: PRICING 
For its opening meeting of the 1945-46 sea- 
son, the Bridgeport Control scheduled an ad- 
dress by Mr. W. J. Jacquette, of Ernst & Ernst, 
certified public accountants, New York. Mr. 
Jacquette discussed “OPA Pricing and Recon- 
version Pricing Programs.’’ A question and 
answer session followed his address. The meet- 
ing was held at the University Club in Bridge- 
port, on October 3. ‘ 


BOSTON 
PRESIDENT’S VISIT 

In recognition of the election of one of its 
own members, Mr. Edwin E. McConnell, con- 
troller of Norton Company, Worcester, Mass- 
achusetts, to the national presidency of the 
Controllers Institute of America, the Boston 
Control scheduled a closed meeting for its 
members on October 30 at the Copley Square 
Hotel. 

The meeting featured, following a short 
session by the Directors of the Control, a dis- 
cussion of the affairs of The Institute from the 
national viewpoint by President McConnell, and 
a discussion of the recently organized Con- 
trollership Foundation, Inc., by Daniel J. Hen- 
nessy, president of the Foundation and John 
S. Learoyd, chairman of the local Control’s 
committee on cooperation with the Control- 
lership Foundation. 

Internal Auditing from the viewpoint of the 
certified public accountants was presented by 
Mr. Donald P. Perry, partner of Lybrand, Ross 
Bros. & Montgomery, of Boston, Massachus- 
etts, on October 9 at a joint meeting of the 
Boston Control of The Institute and the Mass- 
achusetts Society of Certified Public Account- 
ants. The meeting was held in Worcester. Mr. 
Perry is a past president of the Massachusetts 
Society, and Secretary of the Massachusetts 
Board of Registration of Certified Public Ac- 
countants. 


BIRMINGHAM 
Topic: CO-OPERATIVES 
Mr. D. Trotter Jones, executive vice-presi- 
dent of Associated Industries of Alabama, was 
the featured speaker at the October 4 dinner 
meeting of the Birmingham Control in the 
Tutwiler Hotel. Mr. Jones discussed ‘Co-op- 
eratives.’’ Because the subject is closely allied 
to major tax questions, members of the Con- 
trol were asked to have the tax executives of 
their respective companies join them at the 
meeting. 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 








BALTIMORE 
Topic: MANAGEMENT TECHNIQUES 
“Techniques in Modern Managerial Con- 
trol’ were discussed by Mr. E. J. Gessner of 
Sperry Gyroscope Company, Inc. of Brooklyn, 


New York, at the October 10 dinner meeting , 


of the Baltimore Control in the Lord Baltimore 
Hotel. Mr. Gessner will be recalled as the 
author of an article on the same subject in the 
April, 1945, issue of “The Controller.” 


ATLANTA 

Topic: CONTROLLERSHIP PROBLEMS 

For their regular monthly dinner meeting, 
which was held on October 23 at the Piedmont 
Hotel, the members of the Atlanta Control 
scheduled as speaker a fellow member of the 
Control, Mr. Rowland Bryce, controller of The 
Georgia Marble Company. Mr. Bryce discussed 
“A Controller's Problems in the Marble Indus- 
try.” 





CONTROLLERSHIP 
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lying accounts payable disbursements proce- 
dures in a large business are discussed in one 
of the series of technical items which are be- 
ing featured in THE CONTROLLER. 

1941: Controllers were commenting en- 
thusiastically on the success of the tenth anni- 
versary of The Controllers Institute; in this 
month there was much talk concerning the 
necessity of putting the Defense Program 
through promptly, the major portion of the 
responsibility being placed by Government off- 
cials on business; The Institute had a coop- 
erating committee at work; many business 
executives are responding to calls to go to 
Washington to take up such duties..... 
Controllers discussed how best to reflect in 
the Balance Sheet the purchase of tax anticipa- 
tion notes. ..... . “The Problem of a Postwar 
Depression” is discussed by Mr. Bradford B. 
Smith, Economist of the United States Steel 
Corporation. .... Mr. Thomas Tarleau, leg- 
islative counsel of the United States Treasury 
Department, analyzes new revenue act; says 
advice and help of controllers on the proposed 
Internal Revenue Administrative Code and the 
technical bill that will be forthcoming soon 
to “iron out iniquities or close loop holes’ in 
the Revenue Act of 1941, will be most bene- 
Tet | Saar. Committee on Technical Informa- 
tion and Research of The Controllers Institute 
presents report on what methods should be 
followed in ascertaining the extent to which 
the cost of developing new and improved ma- 
chinery is chargeable as expense and to what 
extent to capital. Cost-plus-fixed-fee 
contracts accentuate importance of efficient 
controllers; contractor's profit depends upon 
his controller. 

1942: Accounting circles are involved in 
discussions concerning correct way of treat- 
ing the postwar credit of 10 per cent. of the 
Excess Profits Tax—the postwar adjustment 
reserve. .... Salary limitation problems are 
giving controllers concern; salary checks of 
some executives were held up for a time pend- 
ing clarification of, the law and regulations. 

. . . Problems in connection with collection 
of 5 per cent. Victory Tax are being studied; 
new forms and procedures are being set up. 
. ... Office of Price Administration issues 
form Q-20 for monthly reporting of com- 





H. CHARLES KWASHA 
Consulting Actuary 


Employee “Pension ‘Plans 
50 Broad St. New York 4, N. Y. 











parative financial statements to supplement the 
“A” and “B” forms previously distributed by 
OMS ey. Saari ae Full employment was being 
discussed; Dr. A. G. Abramson goes into de. 
tail with respect to the problem of providing 
full employment after the war..... Pay-as. 
you-go income tax plan claims attention of 
Congress; plan described by Mr. Beardsley 


ee re Mr. Harry C. Gretz discusses 
details of withholding features of new Reve. 
A ARG 6 cies Division of duties between 


controller and treasurer subject of report by 
Committee on Technical Information and Re. 
search of The Controllers Institute... . . Dr. 
Latimer D. Myers, Director of Basic Research 
of Emery Industries, Inc., of Cincinnati, dis. 
cusses importance as an economic factor of 
current technical research as practiced by lead- 
ing business concerns. .... Committee on 
Federal Taxation of the Controllers Institute 
reports that many of its tax recommendations 
to Congress were accepted and written into 
the 1942 Federal Revenue Act..... Report 
to War Production Board of Committee for 
Review of Data Requests indicates that Gov- 
ernment questionnaire load was lightened con- 
siderably by committee’s operations; control- 
lers had played important part in work of 
Committee; 120 forms were abolished and an 
additional 130 simplified. 

1943: Many business concerns set up post- 
war departments or committees which usually 
include controller as a member. ... . Criti- 
cisms of renegotiation practices voiced by com- 
pany executives..... Roswell Magill dis- 
cusses “The Impact of Federal Taxes” in ad- 
dress to controllers..... Paul W. Ellis, 
Financial Economist of National Industrial 
Conference Board, discusses ‘Federal Tax Pol- 
icy in Relation to Corporation Security.” 
. . . . Walter A. Cooper, C. P. A., presents a 
basic plan for deduction of postwar reserves 
in address to controllers... .. Cost-plus-fixed- 
fee disallowances described by Ira Stuart Wil- 
son, Vice-President, Brewster Aeronautical 
Corporation, in address to controllers. 

1944: Cost of making thousands of reports 
annually to Government analyzed by company 
executives. . . Non-necessity certificates 
being studied by controllers; method of mak- 
ing application clarified in bulletin issued by 
The Controllers Institute... .. Employers 
must obtain new withholding exemption cer- 
tificates from employees before December 1 
under terms of 1944 Individual Income Tax 
Act; details discussed by Thomas C. Atkeson, 
Head of Clearing Division, Bureau of In- 


ternal Revenue. .... Job evaluation’s role 
in wage and salary stabilization defined by 
John L. Burns of Chicago. .... John C. 


Grace, controller of Michigan Light Alloys 
Corporation of Chicago, discusses time-saving 
payroll and labor distribution system. ... . 
Financial aspects of future world trade dis- 


* cussed by Alexander N. Gentes, Vice-Presi- 


dent of Guaranty Trust Company, New York 
Gis 55 Revision of Surplus Property Act 
called for by controllers. 


Office Management Parley 


An office management conference has been 
scheduled by the American Management Asso- 
ciation at the Hotel New Yorker, New York, 
for November 13-14. Among the subjects to 
be covered are: office efficiency, unionized off- 
cers, cost control, office layout, simplification 
of forms, merit rating, development of supet- 
visors, and scheduling of office output. 


APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 
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For better duplicating 


BA NEW MULTIGRAPH 





@ Business forms and written informa- 
tion produced simultaneously—on 
blank paper—in exact alignment. 


® Stocks of printed forms eliminated—no 
obsolescence 


@ Various sizes and weights of paper, 
cards and.envelopes may be run con- 
secutively 


@ No special paper required 
© Few or many copies 


@ No carbon copies necessary — every 
copy an “original” 


¢ Permanent copies — black or any color 
—immediately usable 


© Operation clean, easy, fast 


®@ Wide selection of inexpensive masters 
—all easy to prepare, read, correct 
and change 


@ Flexible and adaptable to every dupli- 
cating need—low in price 


Ask for a Demonstration ! 


Telephone our local office. Sales 

Agencies with service and supply 

departments in principal cities of 
the world. 








SAVE TIME, SAVE MONEY 
IMPROVE BUSINESS OPERATIONS 


Multigraph 


TRAQDE-MARK REE US PAT OFF 






SIMPLIFIED BUSINESS METHODS 


Multigraph, Multilith and Systemat are Registered Trade-marks of Addressograph-Maltigraph Corporation. 


ADDRESSOGRAPH-MULTIGRAPH CORPORATION © CLEVELAND 17, OHIO 
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with all the advantages of 
ring binding . . . plus new economy 
and new features. 


Here is a new type of loose leaf binding with closely 
spaced rings for extra protection against sheets tearing 
out. It is strong, but light in weight . . . opens, closes, and 
handles easily . . . grips and holds sheets of all kinds 
securely. Great for today’s thin paper! 


The applications of “NUMER-RING” in days to come 
will be many and varied . . . catalogs, price lists, data 
books, manuals, visible, ringbooks, pay-roll books, and 
a host of others. Meanwhile it is becoming available in 
stock covers and can be “tailor-made” in an assortment 
of styles and materials to meet your specifications. 





ASK YOUR STATIONER 

















Staggered rings make sheets Closely spaced rings for extra Neat in appearance — light in Ring arrangement allows sheets 
turn without friction and sim- protection against sheets tear- weight. Price comparable to to be assembled with visible 
plify insertions. Equipped with ing out. Contents lie flat when least expensive loose leaf margins. Light gauge rings with 
an easy-opening device. binder is open. mechanisms. accurately matched joints. 








NATIONAL BLANK BOOK COMPANY 


HOLYOKE, MASSACHUSETTS 


CHICAGO BOSTON SAN FRANCISCO 





